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WEDNESDAY, JULY 20, 1955 


Hovuse or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 356, 
Old House Office Building, Hon. Ed Edmondson (chairman of the 
subcommittee) presiding. 

Present: Representatives Teague of Texas (chairman of the com- 
mittee), Edmondson (chairman of the subcommittee), Shuford, 
Ayres, and Weaver. 

Present also: Representatives Long, Byrne, Sisk, Haley, Rogers, 
Kearney, Fino, and Teague of California. 

Oliver E. Meadows, staff director, Edwin B. Patterson, committee 
counsel, and J. Buford Jenkins, committee staff. 

Mr. Epmonpson. The Subcommittee on Housing of the Com- 
mittee on Veterans’ Affairs will be in order. 

We will start by calling the roll. 

CounseL. Mr. Edmondson. 

Mr. Epmonpson. Here. 

CounsgEL. Mr. Shuford. 

(No response.) 

CounsgeL. Mr. Christopher. 

(No response.) 

CounseL. Mr. Ayres. 

Mr. Ayres. Here. 

CounseL. Mr. Weaver. 

Mr. Weaver. Here. 

Mr. Epmonpson. Let the record show, then, that Mr. Ayres and 
Mr. Weaver and Mr. Edmondson of the subcommittee are present 
at this time and that a quorum is present. 

The reporter will record the arrival and departure of any members 
of the Housing Subcommittee throughout the proceedings of these 
hearings. 

This hearing is held pursuant to the authority granted by section 
722 of the Rules of the House of Representatives and as specifically 
authorized by House Resolution 63, approved by the House of Repre- 
sentatives on February 2, 1955. A copy of House Resolution 63 will 
be inserted in the record at this point. 

(H. Res. 63 is as follows:) 


[H. Res. 63, 84th Cong., Ist sess.] 
RESOLUTION 





Resolved, That the Committee on Veterans’ Affairs, acting as a whole or by 
subcommittee, is authorized and directed to conduct a full and complete investi- 
tion and study of the following programs of benefits for veterans and their de- 
pendents and survivors: 
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(1) The programs of compensation and pension; 

(2) The programs of hospitalization, domiciliary care, medical and dental 
care and treatment, and furnishing of prosthetic appliances; 

(3) The insurance and indemnity programs; 

(4) The housing and business loan programs, and the program of furnishing 
assistance for the acquisition of specially adapted housing; 

(5) The programs of education and training (including vocational re- 
habilitation) ; 

(6) The furnishing of burial allowances; and 

(7) The furnishing of unemployment compensation under the Veterans’ 
Readjustment Assistance Act of 1952; with a view to determining whether 
or not such programs are being conducted economically, efficiently, in the 
best interests of the Government and the beneficiaries of such programs, and 
in such a manner as to avoid the misuse of Government funds; whether or 
not such programs adequately serve the needs and protect the welfare of 
the beneficiaries of such programs; and whether changes in the law or in 
the administration and operation of the programs either will lead to greater 
efficiency and economy or will make such programs more adequately serve 
the needs of the beneficiaries of such programs. The committee shall not 
undertake any investigation of any matter which is under investigation by 
another committee of the House. 

The committee shall report to the House (or to the Clerk of the House if the 
House is not in session), as soon as practicable during the present Congress, the 
results of its investigation and study, together with such recommendations for 
egislation as it deems advisable. 

For the purposes of this resolution the committee or any subcommittee thereof, 
is authorized to sit and act during the present Congress at such times and places 
within the United States, its Territories, and possessions, whether or not the 
House is in session, has recessed, or has adjourned, to hold such hearings, to require 
the attendance of such witnesses and the producion of such records, docu- 
ments, and papers, to administer oaths, and to take such testimony as it deems 
necessary. Subpenas may be issued under the signature of the chairman of the 
committee, or by any member designated by such chairman, and may be served 
by any person designated by such chairman or member. 


Mr. Epmonpson. This resolution specifically directs an investiga- 
tion and study of the veterans’ loan guaranty program. These hear- 
ings are a part of the investigation of the Subcommittee on Housing. 
They are part of a general inquiry being conducted into the illegal 
sales of veterans’ entitlements and irregularities in the Veterans’ 
Administration appraisal and inspection process. 

Subparagraph (j) of paragraph 25, rule XI of the House of Represent- 
atives directs that a copy of paragraph 25 of said rule shall be made 
available to the witness. Pursuant to the rule, the witness will be 
furnished with a photostatic copy of said paragraph. The Chair 
invites the attention of the witness to paragraphs (k) and (1) of para- 
graph 25, which the staff director will read at this point. 

Starr Director. Mr. Patterson has that, Mr. Chairman. 

CouNSEL (reading): 

(k) Witnesses at investigative hearings may be accompanied by their own 
counsel for the purpose of advising them concerning their constitutional rights. 

(1) The chatrman may punish breaches of order and decorum, and of profes- 
sional ethics on the part of counsel, by censure and exclusion from the hearings; 
and the committee may cite the offender to the House for contempt. 

Mr. Epmonpson. The matter under consideration here this morn- 
ing relates to the activities of the real estate firm of Dewitt & Rearick, 
El Paso, Tex., and particularly the activities of Mr. Harry O. Rearick 
in connection with certain profits gained under the veterans’ loan 
guaranty program. Specifically, the committee has before it investi- 
gation reports which indicate that the firm of DeWitt & Rearick was 
involved in questionable transactions in 48 individual cases which 
involved the closing of a loan in a veteran’s name and the immediate 


transfer of the loan and/or the property to Mr. Rearick or some person 
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associated with the firm, such transfer being immediately followed by 
a sale of the property to a nonveteran. 

In addition, there is involved one case concerning the entitlement 
of Mr. Harry O. Rearick as a veteran in his own right. 

The committee is also interested in certain interlocking business 
arrangements between Mr. Rearick, Mr. DeWitt, and Mr. Alvah Ben 
Swain in certain real estate and housing projects in which these 
individuals shared in the profits or proceeds at a time when Mr. Alvah 
Ben Swain was a VA fee compliance inspector and appraiser. 

Certain aspects of this case were presented to a grand jury in El 
Paso, Tex., on April 8, 1954. 

(Representative Shuford entered the hearing room at this point.) 

And if there is no objection in the committee, the report of the 
grand jury will appear at this point in the record. 

Without objection, it is so ordered. 

(The material referred to is as follows:) 


STATEMENT OF THE GRAND JURY 


We, the grand jury for the United States district court sitting at El Paso, Tex., 
on this, the 8th day of April, 1954, at the concluding of several days of investiga- 
tion, make the following report concerning alleged violations of the Veterans’ 
loan guaranty law: 

On the basis of testimony submitted to the grand jury, much of it conflicting, 
it is found that the intent of Veterans’ guaranty loan rights has been widely mis- 
interpreted. It is believed that the conditions under which the alleged have 
occurred indicate a general laxity and disregard for the intent of the law by some 
veterans, mortgage firms, or lenders, real estate agents, legal advisors, and by the 
Veterans’ Administration itself. 

In view of the number of veterans and others who are implicated, and with an 
understanding of the conditions, it is the intention of the grand jury to condemn 
a loose practice of precedure that made it possible for all those involved to take 
undue advantage of the situation. 

Inasmuch as the indictment of the few cases presented would in no way correct @ 
condition that existed in prior years and would work an undue hardship on some, 
and now having evidence that such practices have ceased, the grand jury has not 
seen fit to induct anyone in this regard. 

J. W. Brearp, 
Foreman of the Grand Jury. 


Endorsed: Statement of the grand jury, filed April 8, 1954. 
Maxey Hart, Clerk. 
By Paving G. Sitvenvus, Deputy. 
Mr. Epmonpson. At this point, I would like to ask the counsel to 
proceed with questioning in this case. 
Starr Drrecror. Mr. Chairman, the record should show that 
section 501 of Public Law 346, 78th Congress, contains the following 
statement: 
Any loan made to a veteran under this title, the proceeds of which are to be 
used for purchasing residential property or constructing a dwelling to be occupied 
as his home or for the purpose of making repairs, alterations, or improvement on 
properties owned by him and occupied by his home, is automatically guaranteed. 
(Representative Teague of Texas entered the hearing room at this 
point.) 
Particular reference is made to the statement in the law that these 
properties are to be used and occupied by the veteran as his home. 
In addition, Mr. Chairman, for the record, we should insert a copy 
of VA Form 4-1802, the application for home loan guaranty or 
insurance. Particular reference is made to question 1, “Purpose of 
loan,’ and instruction of the form that the purchase, construction, 
repair, alteration, or improvement of the residential property is to 
be on a home to be owned and occupied by the veteran. 
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Mr. Epmonpsovn. Is there objection to inclusion of this application 
for home loan guaranty or insurance at this point in the record? 

Hearing none, it is so ordered. 

(VA Form 4~-1802 is as follows:) 


VETERANS ADMINISTRATION 


APPLICATION FOR HOME LOAN GUARANTY 
OR INSURANCE 


For wee by ALL lenders when applying for PRIOR APPROVAL of « proposed home loan 
ORIGINAL to be forwarded to the Veterans Admunistration. DUPLICATE to be retained by lender 
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PL UENCE THE ISSUANCE OF ANY GUARANTY Of INSURANCE OY THE sDMIKISTRATOR. 









SUBALCT TO CREDYT RESTRICTIONS UNDER (Check) 


rm oz 
LU SécTOn mos (Eaplare bests for comption) 


The underngred veteran hereby epplics to the undersigned lender fer « loan for the purposss sisted herein, and both hereby apply to Une Admusietretor of Veterans’ 


rm 
Affairs for J GUARANTY INSURANCE (Section $06) of said loan under Tithe III, Serwicemen's Reedjustmest Act of 1944, as amended, and severally agree (nat 
the Reguistioms issued Unereunder and io effect on the dete sad loan is eppro..d for guaranty or insurance thereunder shall gowere Ube rights. Guties, and lebilities of the 
perue: hereto There are transawtted herewith. (Check forme submitted) 
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JERE 2 ee oe 
















4 TERMS OF PROPOSED LOAN 
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—PERSONAL AND FINANCIAL STATUS OF VETERAN IV—ESTIMATE OF LOAM DISBURSEMENTS AWD COSTS 


mt. 
. MARITAL STATUS ( Pa ai 
wever wo o ‘sepa. ac 
manna owtD oO vorcio 0 RATED TO vil GRAn 


(eo 


MEPROVED REALTY (New or arteting) 


3._ TO REFINANCE DELINQUENT INDEBTEDNESS 
(Sec. 607; attach VA Form 4-(0%8) 


4 TO REFINANCE LAND SALE CONTRACT 
(Bee. 34 4304) 


& “PURCHASE PRICE OR AMOUNT OF ent 
INDEBTEONESS (Add tome | Ore re 


PLAT ALLOWANCE LEU OF ORIGIATION 
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THE UNDERSIGNED VETERAN CERTIFIES THAT: 
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Starr Direcror. Is Mr. Rearick in the room? 

Mr. Rearick. Yes, sir. 

Starr Direcror. Will you come forward and take your place at 
the table? 

Do you have counsel with you, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Starr Director. He will be permitted to join you, then. 

Will the photographer withdraw? Pictures will not be permitted 
during the proceedings. We have already started the hearings. 

Mr. Epmonson. For the information of the committee, after the 
committee became interested in certain transactions in El] Paso, 
about which comment has already been made, Mr. Rearick asked for 
the opportunity to be heard by the committee. And he is being 
heard at his own request in connection with the investigation in that 
area. 

SraFr Director. Mr. Rearick, will you rise, please, and state your 
full name and address. 

Mr. Rearick. Harry O. Rearick, 2312 Arizona Street, El Paso, 
Tex. 

Starr Director. Mr. Rearick, do you swear that the testimony 
that you are about to give in these proceedings is the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Rearick. I do. 

Srarr Drrecror. And will you give us the name of your counsel, 
please? 


TESTIMONY OF HARRY O. REARICK, EL PASO, TEX. (ACCOM- 
PANIED BY HIS COUNSEL, W. C, PETICOLAS, OF THE FIRM OF 
ANDRUS, LIPSCOMB & PETICOLAS, EL PASO, TEX.) 


Mr. Rearicx. W. C. Peticolas, P-e-t-i-c-o-l-a-s. 

Srarr Director. Mr. Peticolas, it will not be necessary to swear 
you, unless you expect to respond directly to the questions in this pro- 
ceeding. If you do expect to answer in your own right, it will be 
necessary that you also be sworn. 

Mr. Pericouas. I don’t expect to answer. 

Mr. Fino. What is the address of counsel? 

Mr. Pericouas. 316 El Paso National Bank Building, El Paso, 
Tex. 

Srarr Director. Mr. Chairman, before proceeding with the ques- 
tions, we should insert one other thing in the record. It is the text 
- the United States Code, title 18, section 1001, which reads as 
follows: 


STATEMENTS ON ENTRIES GENERALLY.—Whoever, in any matter within the 
jurisdiction of any department or agency of the United States knowingly and wil- 
fully falsifies, conceals, or covers up by any trick scheme, or device statements or 
representations, or makes or uses any false writing or document knowing the same 
to contain any false, fictitious, or fraudulent statement or entry, shall be fined not 
more than $10,000 or imprisoned not more than 5 years, or both. 


Mr. Rearick, will you again state your full name and your home 


address, your business connection in E] Paso, and the address of the 
business. 


Mr. Rearick. It is Harry O. Rearick, 2312 Arizona Street, El 
Paso, Tex. Our main office is 500 North Kansas Street, El Paso, Tex. 
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StarF Director. What is the name of the business? 

Mr. Rearicx. DeWitt & Rearick Real Estate Agency. 

Starr Director. Are you married, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Srarr Director. Will you state the name of your wife, please, the 
full name of your wife? 

Mr. Rearick. Frances D. Rearick. 

Starr Director. Do you have any children? 

Mr. Rearick. No, sir. 

Starr Director. How long have you lived in El Paso? 

Mr. Rearick. Since 1935. 

Starr Director. Are you a member of the National Association of 
Real Estate Boards? 

Mr. Rearick. Yes, sir. 

StaFF Director. What has been your connection with that organi- 
zation? We would like to know of your connection locally and also 
with the national organization. 

Mr. Rearicx. Well, I have been secretary of the El Paso Board of 
Realtors and vice president and president and also a member of the 
board of directors, and I have been a regional vice president of the 
Texas Real Estate Association. 

Starr Director. Does the State of Texas have a real estate com- 
mission or a real estate control board of some kind, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Starr Director. What is the name of that board? 

Mr. Rearicx. The Texas Real Estate License Commission. 

Starr Director. Are you licensed by that commission? 

Mr. Rearick. Yes, sir. 

SrarF Director. Is Mr. DeWitt of your firm licensed by that 
commission? 

Mr. Rearick. Yes, sir. 

Srarr Director. Are the salesmen which you hire required to be 
licensed by that commission also? 

Mr. Rearick. Yes, sir. 

Starr Director. Do you have any relatives, or have you had any 
relatives in the period 1950 through 1954, employed by your firm, Mr. 
Rearick? 

Mr. Rearicx. Mr. Al DeWitt, my brother-in-law. My partner’s 
brether has worked for us two different times. 

Starr Director. Are there any other persons, such as salesmen, 
that are related to you or your wife in any way, during the period in 
question? 

Mr. Ruarick, No, sir. My wife also acts as my secretary. 

Srarr Director. She works in the business of DeWitt & Rearick? 

Mr. Rearick. Yes, sir. 

Starr Direcror. What is the nature of DeWitt & Rearick? 
What sort of a business is it? 

Mr. Rearick. It is a general real-estate agency, sir. 

Starr Director. What is the nature of it? Is it individually 
controlled, a partnership, or a corporation? 

Mr. Rearick. It is a full partnership between Pat DeWitt and 
myself. 

StaFF Director. Has it been so from 1950 forward? 

Mr. Rearick. From 1950 forward; yes, sir. 
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StaFF Director. What is the distribution of the ownership? 

Mr. Rearick. 50-50; we are equal partners. 

Starr Director. Will you describe your connection with the 
Mortgage Investment Co.? Do you have any interest, ownership, 
or derive any profits or receive any moneys from that firm? 

Mr. Rearicx. No, sir. 


businesses in El Paso? 

Mr. Rearicx. Yes, sir. I own one-third of DeWitt, Rearick & 
Dycus, which is an insurance agency. 

SraFF Director. Who owns the other two-thirds? 

Mr. Rearickx. Pat DeWitt and Mr. Dycus. 

Starr Director. And your statement is positive that you have no 
monetary interest and have received no monetary benefits from the 
Mortgage Investment Co. You have no financial relations or con- 
nections with that organization in the form of ownership or derivation 
of profit? 

Mr. Rearickx. That is correct, sir. I have an interest in some 
building companies, which the man who is president of the Mortgage 
Investment Co. owns part of the same building company. But the 
Mortgage Investment Co., no, sir. 

Starr Director. In other words, some of the officers of the Mort- 
gage Investment Co. have ownership in other companies which you 
also have ownership in. 

Mr. Rearick. Yes, sir. 

Starr Drrector. Will you please give us a list of all of the com- 
panies or projects or endeavors or interests which you have had since 
1950 forward that deal with real estate, lending, building, finance of 
real estate, sale of real estate, construction? In other words, we would 
like to know the full extent of your business arrangements since 1950 
forward as related to real estate and the loan guaranty program. 

Mr. Rearicx. We had only a real estate agency and an insurance 
agency 
Srarr Drrectror. Excuseme. The real-estate agency was DeWitt 
& Rearick? 

Mr. Rearick. Yes, sir. 

Starr Director. And the insurance agency? 

Mr. Rearicx. DeWitt, Rearick & Dycus, until, I believe, Novem- 
ber of 1951. I did bring the papers with me. I am pretty sure that 
is the date. 

We had a development company called Hacienda Building Co. 
If you want these exact dates, I had better get the papers out. 

Starr Director. The dates are not as pertinent as the disclosure 
of your ownership at this point, the companies in which you had an 
interest and the nature of your interest. 

Mr. Rearicx. We had a company which was developing lots to 
sell to builders in Hacienda Heights. 

Starr Director. The name of the company? 

Mr. Rearick. It was a joint venture between DeWitt & Rearick 
and Mr. Murchison. 

Srarr Drrecror. What was the name of the company? 

Mr. Rearicx. We just called it a joint venture and Hacienda 
Development. We were just developing lots. DeWitt & Rearick 
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was developing lots with him, and we were selling the lots. We 
didn’t sell the lots out. 

Starr Director. Will you identify the person you referred to? 

Mr. Rearicx. S. M. Murchison. 

Starr Director. Who is he? 

Mr. Rearick. He is the president of the Mortgage Investment Co. 
of El Paso. 

Srarr Director. Proceed. 

Mr. Rearick. In November of 1951, we got into our first building 
operation, and we formed the Hacienda Building Co. And we went 
into it with Mr. Joe C. Yarbrough. We initially started building 10 
houses in the Hacienda Building Co 

Starr Director. Was Mr. Yarbrough the only other person to 
have an interest in that project? 

Mr. Ruarick. Yes, sir. 

Srarr Director. All right. Go ahead. 

Mr. Rearick. Then we formed the El Paso Mortgage Co., which 
is a mortgage company which is owned primarily by our assoc ates. 
Mr. Murchison does not have an interest in it. When I say “our 
associates’”’ [ mean our sales people. And it did not make FHA or 
GI loans of any kind. It was formed to give us a vehicle for making 
conventional loans on properties that were sometimes substandard. 

Srarr Director. Did you own an interest in it, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Starr Direcror. Did Mr. Swain own an interest in this company? 

Mr. Rearick. No, sir. 

Starr Director. Go ahead. 

Mr. Rearicx. Then we formed the Model Building Co., which is 
a joint venture between DeWitt & Rearick and the S. & W. Con- 
struction Co 

Starr Director. The S. & W. Construction Co.? What is the 
S. & W. Construction Co.? ? 

Mr. Rearick. The S. & W. Construction Co., sir, is a corporation 
between Mr. Murchison and Mr. Y arbrough. 

Starr Director. Is that the full ownership of the Model Building 
Co., Mr. Rearick? 

Mr. Rearicx. Well, DeWitt & Rearick own a third—— 

Starr Director. What is that? 

Mr. Rearicx. DeWitt & Rearick own a third, and S. & W. own 
two-thirds. 

Starr Director. Is that a disclosure of a complete ownersh Lip, 
Mr. Rearick? Complete participation of interest in this company? 

Mr. Rearicx. Well, are you talking about ownership, sir, or 
whether we have built houses? 

Starr Direcror. No; I am referring to the Model Building Co. 
Your testimony is that "DeWitt & Rearick owned one-third of the 
company and that the S. & W. Construction Co., composed of Mr. 
Murchison and Mr. Yarbrough, owned the other two-thirds? 

Mr. Rearick. Yes, sir. 

StaFrF Director. Were you aware that Mr. A. B. Swain participated 
in the profits of that company? 

Mr. Rearick. He did on one project of houses, sir. Yes, sir. 

Starr Director. Do you know the extent of his participation? 
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Mr. Rearicx. No; but I am sure the books will reveal it. I knew 
it at the time. 

Starr Director. You were aware that his participation was sub- 
stantial? 

Mr. Rearicx. Well, I don’t know the exact figures, sir. But I 
brought the books with me on it. 

Starr Director. The records available to the committee show 
that DeWitt & Rearick valued your interest in the Model Building 
Co. at $47,411. That is one-third interest. Mr. A. B. Swain par- 
ticipated in 20 percent of the profits of the endeavor, or the company. 
It would, therefore, appear that his 20 percent in relation to your one- 
third would be worth something over $20,000; would it not? 

Mr. Rearick. Well, sir, I don’t think that is exactly the correct 
picture. 

Starr Director. Then give us the correct picture, Mr. Rearick. 

Mr. Rearicx. Model Building Co. was building a lot of houses 
during the year, and we built 1 particular group of houses in which 
Mr. Swain participated to the extent of 20 percent in the profit of 
that particular group. 

SrarF Director. What was the size of that group in relation to 
the total efforts of the company? Do you know? 

Mr. Rearick. No, sir; I don’t. 

Srarr Director. Then let us proceed on, Mr. Rearick. 

Mr. Treacue of Texas. Are those figures approximately correct, 
Mr. Rearick? 

Mr. Rearick. Well, sir, I brought the books along, and I brought 
my tax statements along. We have a large organization and lots of 
companies, and frankly I do not want to tell this committee this is 
right or that is right, without checking it. 

Mr. Teaaue of Texas. I am not interested in dollars, exact dollars, 
exact cents. But generally, would that be correct? 

Mr. Rearick. I think it is, sir, that he received 20 percent of the 
profits on a particular group of houses that we built in Model Build- 
ing Co. 

Starr Drrecror. Before you leave there, will you tell us exactly 
how he participated in those profits and why he received that profit? 

Mr. Rearick. How it came about? 

Srarr Director. Yes. 

Mr. Rearick. Yes, sir. I will have to go to another company to 
bring you back to that. 

We formed the El Paso Construction Co., which was a corporation, 
of which my partner and I owned 20 percent, Mr. Swain owned 20 
percent, Mr. Yarbrough owned 30 percent, and Mr. Murchison owned 
30 percent. 

On his own, Mr. Swain had purchased some lots in what we call the 
French addition, which is an area in which we wanted to build some 
real cheap houses. The financing was not available for those cheap 
houses. So we had formed the corporation, and we bought these lots 
from Mr. Swain. In other words, the El Paso Construction Co. 
paid him what he had paid for the lots. 

Then we went ahead, and, because we had formed it and set it up 
to do business, and we could not get the financing on those cheaper 
GI houses—we went ahead and built this one project in the Model 
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Building Co. But it was not part of it. In other words, it was set 
aside as a project within the Model Building Co. 
Mr. TracueE of Texas. What did Mr. Swain do? What was his 
participation? 
Mr. Rearicx. Well, Mr. Swain had been in the real-estate business 
for a long time, and actually he drew plans and made recommenda- 
tions on plans and specifications. In fact, he has made trips out of 
town to look at houses that were selling good in other areas, to bring 
them back and work them over to be suitable for our particular 
locality. 
Mr. Tracue of Texas. And that was the reason for his participa- 
tion in the profit of this project? 
Mr. Rearick. Well, no, sir. Originally because he had the land, 
and we didn’t. 
Mr. Txacus of Texas. In other words, his participation, then, was 
the ownership of the lots. 
Mr. Rearick. To start with. That is what started it, yes sir. 
Starr Director. Mr. Rearick, since we have referred to Mr. 
Swain, will you, if you know, give his full name and tell us who he is? 
Mr. Rearick. He is Alvah B. Swain. He has been a real-estate 
man and a builder for I think 25 years, and he was an appraiser for 
the Veterans’ Administration. And he and another appraiser, along 
with a building company, were in the north Kansas office, which is 
now our main office, at the time that I leased it. 

Starr Director. What was the other appraiser’s name? 

Mr. Rearicx. The other appraiser was J. Weems. 

Starr Director. In other words, Mr. Alvah B. Swain and Mr. J. 
Weems are VA compliance inspectors and appraisers, and they occu- 
pied offices in the same building where the offices of DeWitt & Rearick 
were located. And further, as you have been testifying, Mr. Swain 
had various interests or various stock in companies in which you, Mr. 
Yarbrough, and perhaps in some instances Mr. Murchison, had an 
interest. Is that correct? 

Mr. Rearick. Yes, sir; sometimes. 

Starr Director. The statement is correct, then. You have just 
testified that he derived profits from the Model Building Co., that he 
had 20 percent stock in the El Paso Construction Co. 

Mr. Rearick. Oh, yes, sir. When I said “sometimes’’—there are 
some of the companies that he had no interest in, and some that 
he did. 

Mr. Saurorpb. Will the gentleman yield? 

One question, just for information: You said Mr. Swain owned the 
land that was in the Model Building Co. Is that right? 

Mr. Rearick. No, sir. 

Mr. Suurorp. I mean in this one project that you had. 

Mr Rearick. That is why we formed the El Paso Construction Co., 
sir. 

Mr. Suurorp. Well, now, did he convey title to the El Paso Con- 
struction Co.? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And who were the other owners? He had the entire 
ownership of the land prior to that time? 

Mr. Rearick. That is correct. 


1086 HOUSING IRREGULARITIES IN EL PASO, TEX. 


Mr. Suvurorp. And he took 20 percent of the stock in the El Paso 
Construction Co.? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And who had the other stock in that company? 

Mr. Rearicx. My partner and I had 20 percent. Mr. Joe Yar- 
brough had 

Mr. Suurorp. Your partner and you? Designate the name, so I 
can get them in my head. 

Mr. Rearick. I am sorry, sir. Pat DeWitt and myself had 20 
percent of the stock. 

Mr. Suvurorp. That is 40. 

Mr. Rearicx. Mr. Joe Yarbrough had 30 percent. And Mr. 
Murchison had 30 percent. 

Mr. Suurorp. And who managed the El Paso Construction Co.? 

Mr. Rearick. Mr. Joe Yarbrough. 

Mr. Suurorp. What did Mr. Swain have to do with the manage- 
ment of the company or the work in the company after that? Did he 
act as a salesman? 

Mr. Rearick. No, sir. 

Mr. Suurorp. He had nothing to do with that? Did he draw 
plans or construct any of the houses? 

Mr. Rearick. His work primarily, sir, was in the planning stage, 
getting the plans ready. But the one actually in charge of construc- 
tion was Joe Yarbrough. Then our firm was in charge of sales. 

Mr. Suurorp. Thank you. 

STaFF Director. At this point, let us clarify the further duties of 
Mr. Swain as a VA inspector and appraiser. What was and is your 
understanding of the relationship of a fee inspector and appraiser of 
the Veterans’ Administration? What are his duties? What does he 
do? 

Mr. Rearick. Well, when a builder submits plans and specifications 
to the regional office, they assign an appraiser to appraise the plans 
and the lot and to set a reasonable market value on that particular 
property. 

Starr Director. Mr. Swain and Mr. Weems, whom you have re- 
ferred to, did that work? 

Mr. Rearick. Yes, sir. 

SraFr Director. Are you aware that Mr. Swain was appraising 
and inspecting properties in which he had an inte rest? And were you 
aware at the time such action was taking place? 

Mr. Rearick. Well, I don’t think he ‘appraised anything in which 
I had an interest. 

Starr Director. That is not the question, Mr. Rearick. Are you 
aware that Mr. Swain, during the period 1950 to 1954, was making 
appraisals and inspections of houses inspected by companies in which 
he had an interest and in which, incidentally, in several instances, you 
had an interest? 

Mr. Rearick. Well, no, sir, not at the time. After that date, he 
told me that he did make some inspections, and I think in one case 
an appraisal, in which he had an interest. But I don’t know that of 
my own personal knowledge, sir. 

SraFF Director. Is it your testimony that at the time these proper- 
ties being erected and planned by the companies in which you had an 
interest were submitted to the Veterans’ Administration and referred 
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back to the fee appraiser in El Paso, which in this instance, or in some 
of these instances, was Mr. Swain, you did not know that he was 
receiving those assignments and was in fact appraising and inspecting 
properties being erected by companies in which he had an interest? 

Mr. Rearick. No, sir, I never know who is going to appraise a 
certain project, sir. 

Starr Director. You don’t know who is going to appraise it in 
advance. But then I assume that at some point in the transaction 
it came to your knowledge that Mr. Swain was appraising and in- 
specting properties in which he had an interest and in which, inci- 
dentally, you and Mr. DeWitt had an interest. Is that true? 

Mr. Rearick. I never knew that he ever appraised or inspected any 
property in which he had an interest or I had an interest. In fact, 
I didn’t pay any attention to it until after this investigation. And 
then only from him. 

Srarr Director. Did you know at the time that a fee appraiser is 
required to make a certification on each and every inspection and 
appraisal that he submits to the Veterans’ Administration; that he 
has no present or prospective interest in the property? Did you 
know that? 

Mr. Rearick. I knew that they had to make some kind of certifica- 
tion, but I never did know exactly what it was. 

Mr. Sisk. Would the counsel yield for just one question? 

He referred to a date after a certain date. He never knew until 
after a certain date. What date is he speaking of? 

Starr Direcror. Will you clarify your testimony a little further? 
At what point in these transactions did you gain knowledge that 
Mr. Swain was making inspections and appraisals on properties in 
which he had an interest? 

Mr. Rearick. I don’t know the exact date, but the investigators 
were in El Paso from October of 1953 until April of 1954, and they 
spent most of their time on me, I am sorry to say. But somewhere 
along in the early part of 1954. That would be as close as I could pin 
it down, sir. 

Mr. Sisk. You mentioned a date. 

The date he was speaking about was what I was interested in. 

Apparently you don’t know the date. Is that right? 

Mr. Rearick. The exact date? No, sir. 

StaFF Director. I understand the substance of Mr. Rearick’s 
testimony to this point is that he had no knowledge that Mr. Swain 
was appraising and inspecting properties in which Mr. Swain had an 
interest and in which he, incidentally, had an interest also. That is 
the way we are letting the record stand now. 

That you had no knowledge until 1954 that this practice was going 
on? 

Mr. Rearick. Yes, sir. 

StaFF Director. Now, you have discussed your interests, or the 
interests of DeWitt & Rearick in the El Paso Construction Co., the 
Model Building Co. You have mentioned the Hacienda Develop- 
ment Co. and the Hacienda Building Co. Will you proceed now 
with the other companies in which you had an interest? 

Mr. Rearick. Yes, sir. In, I believe, July of 1950 we had about 
100 acres for sale close to El Paso. And one of our sales people—— 
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Starr Director. Excuse me, Mr. Rearick. Will you identify 
‘‘we’’? And in each instance, if you could, could you tell us specifi- 
cally? Do not refer to “associates.” Try to be specific, if you can. 

Mr. Rearick. Yes, sir. We had a listing—which means DeWitt 
& Rearick had a listing—on about 100 acres close to El Paso which 
one of our DeWitt & Rearick salesmen sold to Mr. R. F. Miller. 

Starr Drrecror. And who was he? Who was the salesman? 

Mr. Rearicx. Oh, Marvin Fulkerson. Then Mr. Miller bought 
the land for the purpose of subdividing it. And he, in negotiating 
back and forth between the seller and Mr. Miller, was trying to get 
easy terms on the land so that he would not have to invest too much 
money in the development of this project. He suggested to me that 
my partner and I, Mr. DeWitt and myself, go in with him and form 
a development company. And I told him that we could not go for 
too big a share. And he said, well, he was going to offer it to some 
other people. So he offered some to Mr. Swain. I think he pur- 
chased 16 percent. 

Srarr Director. Let us identify the company, now, that we are 
speaking of. 

Mr. Rearick. Oh, this is the Lakeside Development Co. 

Starr Director. Incorporated? 

Mr. Rearick. Yes, sir. 

Srarr Director. And now you are going to tell us the disposition 
or the distribution of ownership or control of that corporation. 

Mr. Rearick. Yes, sir. It was 16 percent to Mr. A. B. Swain, 16 
percent to Harry O. Rearick, 16 percent to Pat DeWitt, 16 percent 
to S. M. Murchison. 

Now, the balance was between Mr. Miller and Mr. A. G. Burton. 
I think that Mr. Burton had 10 percent and that Mr. Miller had the 
remainder. 

SrarFr Drrecror. Our records show this arrangement, Mr. Rearick: 
R. F. Miller, 260 shares; A. G. Burton, 100 shares; A. B. Swain, 160 
shares; Pat DeWitt, 160 shares; Harry O. Rearick, 160 shares; the 
Property Management Co., with which Mr. S. M. Murchison was 
identified, 160 shares. 

Would that appear to be correct? 

Mr. Rearick. Yes, sir; I believe so. 

Srarr Director. Briefly, what was the Lakeside Development Co.? 

Mr. Rearicx. The Lakeside Development Co. was strictly a 
development company to develop lots for the sale to builders. 

Starr Director. How big a piece of land did it develop, and ap- 
proximately how many lots were involved? 

Mr. Rearick. It was ninety-some-odd acres. I think we ended 
up finally with 415 different lots. 

Starr Director. Were you aware at the time you had ownership 
in the Lakeside Development Co. and at the time the company was 
disposing of its properties or its lots to various builders, that it was a 
common practice for builders to take an option on a group of lots, 
then submit plans and specifications to the Veterans’ Administration 
for approval, and obtain the appraisal; that in some instances those 
plans and specifications and appraisal assignments were sent back to 
Mr. Swain, who was a VA fee appraiser, and who had ownership in 
the Lakeside Development Co., for the appraisal figure, and that the 
appraisal figure was assigned and that these builders subsequently 
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picked up their option, after they had the assurance of a firm appraisal 
figure, determined by Mr. Swain, an owner of the company? Did 
you know that that practice was common in the Lakeside Develop- 
ment Co.? 

Mr. Rearicx. Well, it was my understanding that the option only 
pertained to the builder getting financing for his project. If he 
could not get financing, then he did not purchase the lots. 

Starr Director. Mr. Rearick, the option obviously could be 
called, or dropped, at the desire of the builder, in accordance with 
the terms of the option. If he could not get financing, he could drop 
it. If he did not get a proper appraisal, he could drop it. Appar- 
ently he could drop it for one of many reasons. But the facts are 
that these builders were not committed to these lots until the apprai- 
sals had been rendered by the Veterans’ Administration, in many 
instances by Mr. Swain, and they had the assurance of a firm apprai- 
sal figure; and additionally, as you pointed out, it is possible that 
financing get into the picture also. Did you know that this practice 
was going on at the time the Lakeside Development Co., Inc., was 
operating? 

Mr. Rearick. Well, I knew that we were selling lots to builders. 
But I didn’t know who the Veterans’ Administration was going to 
assign the appraisal to. 

Starr Director. Did you know they were being sold on option; 
that they were not outright sales; that the initial transaction was an 
option? 

Mr. Rearick. I have not looked at one of those contracts in 2 or 
3 years. I think that we had some difficulty in getting financing. 
I think there were cases where we told a man if he did not get his 
financing 

Srarr Director. The question was, Mr. Rearick: Did you know 
that the lots were being sold by the Lakeside Development Co., Inc. 
on option to builders? 

Mr. Rearick. I think that some of them were, sir. 

Starr Director. We know at this point that they were. I am 
asking you: Did you at that time know that they were being sold on 
options to builders? 

An answer of “Yes” or ‘‘No” would be in order. If you can’t 
remember, that would be an appropriate response. 

Mr. Rearick. Frankly, sir; 1 don’t know for sure. 

Srarr Drrector. Then is it your testimony that you did not know 
that the land being supplied by the Lakeside Development Co. was 
eventually finding its way into proposed projects by builders, and 
that that same land and the proposed construction thereon was being 
submitted to the Veterans’ Administration and in turn returned to 
Mr. Swain for appraisal? Did you know that? Did you know that 
that practice was happening at the time it was happening? 

Mr. Rearick. I never knew who was going to get an appraisal, sir. 

Mr. Epmonpson. Will you answer the question, Mr. Witness, 
whether or not you knew that Mr. Swain was participating at the 

time in these appraisals. 

Mr. Rearick. No,sir. I never knew that he appraised any of these 
lots until they started all this investigation. Even though he worked 
in the same office I was in, it is a good-sized office, and I tend to my 
own business of selling real estate. 
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Starr Director. Your testimony is that you did not know that 
this practice was being followed at the time that it was going on. 
Is that your testimony? 

Mr. Rearicx. Yes, sir. 

Mr. SuHurorp. Mr. Chairman, I just wanted to get enlightened a 
little bit. : 

When was Mr. Swain appointed as an appraiser? . 

Mr. Rearick. I don’t know, sir. 

Mr. Suurorp. When he was in your office, did you know that he 
was an appraiser for the VA? 

Mr. Rearick. Yes, sir. He was an appraiser—— 

Mr. SHurorp. Where was his desk in your office? 

Mr. Rearick. Setting over on the right-hand corner. 

Mr. Suurorp. And where was your desk in reference to that? 

Mr. Rearick. On the left-hand corner. 

Mr. SHurorp. How far was it between the two desks? 

Mr. Rearickx. Oh, approximately 40 feet. 

Mr. Saurorp, And you knew what papers he got in there, did you 
not? 

Mr. Rearick. No, sir. 

Mr. Suurorp. Did you know when he went out to appraise any 
property? 

Mr. Rearick. No, sir. I never paid any attention to what he 
was doing. 

Mr. Suurorp. You knew all the time that he was in your office 
thet he was a VA appraiser? 

Mr. Rearick. Certainly. 

Mr. SuHurorp. All right. That is all. Thank you. 

Srarr Director. And, Mr. Rearick, you also knew the same facts 
about Mr. Weems? 

Mr. Rearick. Yes, sir. 

Starr Direcror. Mr. Rearick, can you tell us how many VA fee 
appraisers and inspectors were on the panel in E] Paso at that time, 
from 1950 to 1953? 

Mr. Rearick. No, sir. 

Srarr Director. You have no idea? Do you think it was 3, 4, 
5, 10? 

Mr. Rearick. I don’t know. There are always appraisers coming 
in and out of my office. 

Mr. Epmonpson. I wonder if the witness knows of any other real 
estate development companies that had VA appraisers in their offices 
at the time that these two were in your office, in that particular 
community. 

Mr. Rearick. No, sir. 

Mr. Epmonpson, So far as you know, yours was the only one that 
had that arrangement, then, in the E] Paso area? 

Mr. Rearick. So far as I know, our firm was the only one that 
had some VA appraisers there. And they were there when we moved 
in the office. 

Starr Director. Then, Mr. Rearick, you have testified that the 
Lakeside Development Co., Inc., was owned by several people, 
including yourself and Mr. Swain, and their objective was primarily 
the selling of raw land or the subdividing of land. 

Mr. Rearick. The selling of subdivided lots, sir. Yes, sir. 
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StarF Director. All right. Will you proceed with the remaining 
interests? We have mentioned the Lakeside Development Co., Inc., 
the El Paso Construction Co., Inc., the Model Building Co.; to be of 
assistance to you. Would you like to comment on the El Paso Valley 
Homes, Inc.? Do you know anything about it? 

Mr. Rearicx. El Paso Valley Homes? 

StTaFF Director. Yes. We can pass over that with this question, 
Mr. Rearick. Did you have an interest or derive any profits from 
El Paso Valley Homes, Inc.? 

Mr. Rearick. No, sir. 

Starr Director. Did Mr. DeWitt, to your knowledge? 

Mr. Rearicx. No, sir. 

StaFF Director. All right, then. Would you care to comment on 
Economy Housing? 

Mr. Rearicx. I had no interest in Economy, sir. 

Starr Director. You had no interest and derived no profits from 
Economy Housing? 

Mr. Rearick. No, sir. 

Starr Director. And to your knowledge, Mr. DeWitt did not 
derive profits or have an interest in that company? 

Mr. Rearicx. No, sir. 

StaFF Director. Let me take you back to the basic question. 
Disclose all of the companies, corporations, partnerships, or interests 
that you had in building, construction, finance, real estate sales, during 
the period 1950 to 1954. Does this re present a complete disc losure of 
your interests during that period? 

Mr. Rearick. No, sir; I think we had some additional companies, 

Starr Drrecror. Well, will you tell us about them? 

Mr. Rearick. Let’ssee. We had El Paso Mortgage. 

(Mr. Rearick and counsel confer.) 

Mr. Tracue of Texas. Mr. Rearick, suppose we go ahead; and 
later you can put that in the record. 

Mr. Rearick. All right, sir. I brought these files over. I under- 
stood they were going to go through them first. 

Mr. TreacueE of Texas. It is not important enough to waste time. 
Let us go ahead, and we can put that in the record. 

SraFF Director. Yes. We will renew the question if necessary. 
But in the meantime, as indicated, you will supply us with a disclosure 
of any other companies not listed in which you had an interest in the 
period in question. 

(The material referred to follows:) 


List or ALL Business INTERESTS TO DATE 


The staff director asked Mr. Rearick the following question: ‘‘But in the mean- 
time, as indicated, you will supply us with a disclosure of any other companies not 
listed in which you have an interest in the period in question.” 

Under date of July 27, 1955, the following telegram was sent to Mr. Rearick: 

“July 20 hearing you were requested to supply committee with complete dis- 
closure of all companies not listed in your statement in which you had an interest 
during period 1950-54. Indicate percentage of share or interest and other persons 
interested with their share or interest shown. Please reply by return wire.” 

On July 29, 1955, the following telegram was received from Mr. Rearick. The 
telegram was dated July 28, 1955. 
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JOINT VENTURES 


Hacienda Building Co.: DeWitt & Rearick, one-third; Joe Yarbrough, one- 
third; Property Management Co., of El Paso, (S. M. Murchison), one-third. 

Model Building Co.: DeWitt & Rearick, one-third; 8. & W. Construction Co., 
(S. M. Murchison and Joe Yarbrough), two-thirds. 

Britton Davis Building Co.: H. & N. Construction Co., (Joe Yarbrough), one- 
third; Mico Building Co., Inc., (S. M. Murchison), one-third; DeWitt & Rearick, 
one-third. 





CORPORATIONS 


Parkdale Development Co.: J. Davis Mayfield, one-seventh; Charles H. 
Foster, one-seventh; Walter Driver, one-seventh; Hacienda Building Co., four- ; 
sevenths. 

Building Investment Co.: 8. C. McElrath, one-fifth; S. M. Murchison, one- 
fifth; Joe Yarbrough, one-fifth; Pat DeWitt, one-fifth; Harry O. Rearick, one- 
fifth. : 


Y. & R. Builders: DeWitt & Rearick, one-third; Joe Yarbrough, one-third; 
U.S. Investors, Ine. (S. M. Murchison), one-third. 

E] Paso Construction Co.: DeWitt & Rearick, one-third; Joe Yarbrough; one- 
third; U. S. Investors, Inc., one-third. 

El Paso Valley Building Co.: DeWitt & Rearick, one-third; Joe C. Yarbrough, 
one-third; 8. M. Murchison, one-third. 

Mr. Rearicx. May I point out one thing to the committee, sir? 

Mr. Epmonpson. I would like also to have that statement show, 
as to other companies in which you have an interest, any interest in 
those companies by Mr. Swain or the other principals that you have 
named here in connection with these particular companies. If you 
would show their interest in these other companies as well, I think 
it would help. 

Starr Director. We would like a complete disclosure of the owner- 
ship of any company that you had an interest in that dealt as pre- 
viously described. 

Mr. Rearick. All right, sir. 

Mr. Epmonpson. You do have the files for these other cases and 
are prepared, then, to discuss with the committee these specific cases 
involving individual veterans at this time? 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. Then the counsel will begin the questioning. 

Srarr Director. One other point to be covered: You have referred 
several times to the partnership of DeWitt & Rearick as being a large 
organization. Will you give us more information on it, the size of 
it, the size of its offices, the size of its sales force, the total number 
of its employees? 

Mr. Rearick. Yes, sir. 

It started in 1946, as a two-man partnership. We at the present 
time have four offices. We have 50 sales people, plus somewhere 
around 12 or 14 bookkeepers and office help. Since we have been in 
business, I called home last night, and we have closed 6,940 real estate 
transactions. In fact, since I left the train to come down here there 
have been 10 of them that have been closed. 

That 6,940 is a little figure and may not sound very big, but that is 
over 60 miles of homes setting side by side on 60-foot lots. And since 
this investigation came about, we have closed somewhere over 2,500 
real estate transactions. 

The point I wanted to make 

Starr Director. Excuse me. When you say you closed these, you 
mean, Mr. Rearick, that the firm of DeWitt & Rearick is the sales 
agency that has participated in the selling of these properties; that the 
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actual closing is accomplished by a title company, and the funds are 
advanced by some other agency. You mean that you have sold quite 
a number of properties. When you say you “closed” them, you are 
not a lender, are you? You are not a mortgage broker. 

Mr. Rearick. Not generally, no. 

Srarr Drrecror. And you are not a title company. 

Mr. Rearick. No, sir. 

Srarr Director. You are a real estate sales organization. 

Mr. Rearick. That is correct. 

Srarr Director. And you have participated in the actual sale of 
these properties that you have referred to? 

Mr. Rearicx. That is right. 

Starr Drrectror. Have you covered the size of the company, its 
number of employees? 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. In connection with the number of closings that 
you made, do you have what percentage of them have been VA- 
guaranteed transactions? 

Mr. Rearicx. Not exactly, sir. I counted up, during the period 
that this investigation covered, that we had closed about 4,000 trans- 
actions during the period that they covered. And we made a count, 
and the best we could count them out, well over half of them were 
VA transactions. 

Mr. Epmonpson. Do you think that percentage, then, would hold 
throughout your business period, of over half being VA loans? 

Mr. Rearick. Well, yes, sir; generally. It fluctuates. It depends 
on how we can get mortgages. 

Mr. Weaver. Would that percentage of VA homes that you closed 
be comparable to other real-estate agencies in that area—approxi- 
mately half? 

Mr. Rearicx. Some of them don’t handle VA loans at all, sir. 
There are quite a few that handle VA subdivision properties. 

Mr. Suvurorp. Mr. Rearick, I am a little interested in when you 
first met Mr. Swain. When did you first meet Mr. Swain? 

Mr. Rearicx. Well, I actually knew him, oh, somewhere along in 
1947 or 1948. 

Mr. Suurorp. And was he a VA appraiser at that time? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And you never knew him when he was not a VA 
appraiser, did you? 

Mr. Rearick. No, sir. 

Mr. Suurorp. And you knew at the time you met him that he was 
a VA appraiser? 

Mr. Rearick. Yes, sir. 

Mr. SuHurorp. Now, you say he had an office. Did he have an 
office with another VA appraiser? Were there two of them there? 
Mr. Weems, I believe his name was. Were they in offices together? 

Mr. Rearick. Yes, sir. May I elaborate just a little? 

Mr. SuHurorp. Yes, sir. 

Mr. Rearick. This building, this particular office, is 40 by 40. 

Mr. Suvurorp. That is the one you occupy with Mr. Swain now? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And the one you occupied with him at the time of 
the El Paso Construction Co. operation? 

Mr. Rearick. Yes, sir. 
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Mr. Suurorp. Is that corporation still in existence? 

Mr. Rearicx. We dissolved that particular corporation, sir. 

Mr. Saurorp. Now, then, when you dissolved that corporation, 
what did you do with the land that you had remaining? 

Mr. Rearicx. We closed it out. 

Mr. Suurorp. What did you do with the land? You closed it out, 
but how did you close it? Did you convey it back to Mr. Swain? 

Mr. Rearick. No. 

Mr. Suurorp. Well, who got the land? 

Mr. Rearick. We built houses on them and sold the houses, sir. 

Mr. Suurorp. Did you sell all of the lots out? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And you had none to turn back? The only thing 
you did was divide up the money? 

Mr. Rearick. That is right. 

Mr. Suurorp. Now, then, how many of those appraisals of the 
El] Paso Construction Co. did Mr. Swain appraise? 

Mr. Rearicx. To my knowledge, none. 

Mr. Suurorp. He did not appraise any. Did Mr. Weems appraise 
any? 

Mr. Rearicx. He may have. 

Mr. Suurorp. Well, do you know for sure? 

Mr. Rearick. No, sir. 

Mr. Suurorp. You don’t know at all? 

Mr. Rearicx. No. 

Mr. Saurorp. Now, then, how many people were in this 40 by 40 
office that you had, which you and Mr. Swain occupied? 

Mr. Rearickx. Oh, somewhere around 22. 

Mr. Suurorp. There were 22 people in this office. Mr. Swain was 
not one of your salesmen? 

Mr. Rearick. No, sir. 

Mr. SHurorp. He was there in the office before you moved there, 
was he not? 

Mr. Rearick. That is correct, sir. 

Mr. SHurorp. And who was the other one in his office with him 
at the time you moved there? 

Mr. Rearicx. Well, Mr. R. F. Miller owned this building, and he 
had a real-estate sales organization of his own. 

Mr. Suurorp. And he was the one connected with the Lakeside 
Development, too, wasn’t he? Mr. Miller? 

Mr. Rearick. Yes, sir. And Mr. Swain and Mr. Weems were 
officing in that office. 

Mr. Suurorp. Mr. Swain, Mr. Weems, both of them VA ap- 
praisers—— 

Mr. Rearick. Were officing in that office. 

Mr. Suurorp. You knew they were VA appraisers when you moved 
in there; did you not? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And Mr. Miller was in there too? Mr. R. F. Mil- 
ler? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. Was Mr. Burton in there? 

Mr. Rearicx. He never had a desk in there. He was in and out 
quite a bit. 
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Mr. SHuForp. 


He was in and out all the time. He knew Mr. 


Swain, too, did he not? 


Mr. Rearicx. 
Mr. SHUFORD. 
Mr. REaARICK. 
Mr. SHuForp. 
office, too? 
Mr. Rearicx. 
Mr. SHUFORD. 
Mr. Rearick. 
Avenue. 
Mr. SHUFORD. 
Mr. ReARICK. 
Mr. SHuFrorpD. 


Yes, sir. 

And he knew Mr. Weems? 
Yes, sir. 

And Mr. DeWitt was in there. Did he occupy that 
No, sir, he didn’t. 

Where was Mr. DeWitt’s office? 

Well, at one of our other offices, 6320 Alameda 


Was there a VA appraiser in that office? 
No, sir. 
Then you were in that office, too, Mr. Rearick; 


you were there; were you not? 


Mr. REARICK. 
Mr. SHUFORD. 


Yes, sir. 
Who had charge of that particular office? Did 


you have charge of it? 


Mr. REARICK. 
Mr. SHUFORD. 
Mr. REARICK. 


I had charge of the real-estate sales agency. 
And Mr. Swain had charge of the appraisal? 
Well, Mr. Swain just had charge of his own business, 


sir, which was appraising, and he had some interest in some building 
companies at the time I moved in. 


Mr. SHUFORD. 
not? 

Mr. ReaARICK. 

Mr. SHUFORD. 


And you sold his business properties, too, did you 
Sold houses for him? Yes, sir. 
And your association with Mr. Swain was since 


1946, I think you said. 


Mr. RearRIcK. 
Mr. SHUFORD. 


I said I had known him since then. 
What is your business association with him? 


What 


date would you place on that? 


Mr. REARICK. 
ords.] 


Excuse me just a second. [Looking through rec- 


The 15th day of September 1950, sir, I signed a lease, leasing the 
building, which at that time was occupied by Mr. Miller, Mr. Swain, 
Mr. Weems, and they had some sales people in there, but they left. 


Mr. SHuUFORD. 
on the building? 
Mr. ReARICK. 
Mr. SHUFORD. 
your office. 
Mr. REARICK. 
Mr. SHUFORD. 
Mr. Rearicx. 
Mr. SHUFORD. 
you rent, too, or 
Mr. RearRIcK. 
Mr. SHuFoRD. 
Mr. Rearick. 


And so you occupied the office. You paid the rent 
Mr. Swain paid me rent. 

But you paid the rent on the building. It was 
That is correct. 

And then Mr. Swain paid you rent? 

That is correct. 

They were your subtenants. Did Mr. Weems pay 
did Mr. Swain and Mr. Weems have a partnership? 
No, Mr. Weems paid me rent separately. 

But you all occupied one room? 

There were some private offices there, sir. 


Mr. Suurorp. But you and Mr. Swain were in the same room; 
were you not? And Mr. Weems? 


Mr. Rearick. 
Mr. SHUFORD. 


many corporations, here, for your various businesses. 


Yes, sir; the same office. 
In the same office. Now, then, you had a good 
Why did you 
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think it was necessary to have so many corporations for your real- 
estate operation? 

Mr. Rearicxk. Well, of course, the Lakeside Development Co. was 
paar for a specific purpose. That was to develop that particular 
and. 

Mr. SuHurorp. That was land that was owned by Mr. Swain? 

Mr. Rearick. No, sir. 

Mr. Suurorp. No, that is the El Paso. I am sorry. Now, who 
owned that land before you formed your corporation? 

Mr. Rearickx. The Lakeside, sir? 

Mr. SuHurorp. Yes. 

Mr. Rearicx. Mrs. Abraham. 

Mr. Suurorp. She is not related to any of these parties? 

Mr. Rearick. No, sir. 

Mr. Suurorp. And who bought it from Mrs. Abraham? 

Mr. Rearick. Mr. R. F. Miller. 

Mr. Suurorp. So he actually was the owner of the property when 
formed your corporation, and not Mrs. Abraham. Isn’t that 
right? 

Mr. Rearick. Well, it had been contracted for, sir. But whether 
title had passed, or not, I don’t know. 

Mr. Suurorp. But Mr. Miller actually bought the property of Lake- 
side Development Co. from Mrs. Abraham? 

Mr. Rearick. Yes, sir. He bought the land that we used in Lake- 
side Development Co. from Mrs. Abraham. 

Mr. Suurorp. And then you formed your corporation when Mr. 
Miller had the property. 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And you took title from Mr. Miller to the corpora- 
tion, and he retained title, and you and your partner, Mr. DeWitt, 
and Mr. Swain participated in that. 

Mr. Rearick. We participated in the corporation. 

Mr. Suurorp. In the corporation. Now, then, in your El Paso 
Construction Co., Mr. Swain was the owner of the land when you 
formed your corporation? 

Mr. Rearicx. That is correct. 

Mr. Suvurorp. Is it true that in all of these properties where you 
formed corporations, one member of your organization was the actual 
owner of the land when you formed the corporation, and all of you 
participated after that? You participated as stockholders in your 
corporation? 

Mr. Rearicxk. Well, sir, I don’t know whether it is or not. I 
mean, each one is handled differently. Ordinarily 

Mr. Suurorp. I don’t want “ordinarily.” I want facts, Mr. 
Rearick. 

Mr. Rearicx. Which case, then, please, sir? 

Mr. Suurorp. Well, all of your corporations. 

Mr. Rearicx. Mr. Swain owned the land at the time we formed 
the El Paso Construction Co. Mr. Miller had contracted to buy the 
land when we formed Parkdale Development Co.—I mean Lakeside, 
excuse me. 

Mr. Saurorp. Well, Mr. Miller had 260 shares that you gave him. 
Was that the price you gave him, that your corporation gave him, 
for his land, the 260 shares? 
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Mr. Rearicxk. Well, the land went in at cost, and he paid for his 
shares. 

Mr. Suurorp. Now, then, did all of you pay cash in for your 
shares? 

Mr. Rearick. Yes, sir. 

Mr. Suvurorp. I think that is all I have. 

Mr. Epmonpson. Counsel has these individual cases. 

Starr Director. Mr. Rearick, on the Hacienda Development Co., 
is it company or corporation? 

Mr. Rearicx. It is company, sir. 

Srarr Director. And did Mr. Swain participate in that company, 
or derive any profits from it? 

Mr. Rearick. No, sir. 

Srarr Drrecror. And in the Hacienda Building Co., did he have 
any interest? 

Mr. Rearick. No, sir. 

Srarr Drrecror. Mr. Rearick, we want to discuss this with you 
in a general way first. We are going to try to keep the first of these 
questions in a general way directed to 42 properties which the Veter- 
ans’ Administration guaranteed in the names of veterans and where 
the loans were closed in the names of veterans, and those properties 
were conveyed immediately to you and in most cases subsequently 
resold to a nonveteran purchaser at a higher price in most instances. 
Now, we want to ask you several general questions, before dealing 
with some of those cases specifically. 

We have furnished you, have we not, a list of the 42 companies in 
question? 

Mr. Rearick. Yes. 

Srarr Director. Did you realize at the time these properties 
were being conveyed to you-—— 

Mr. EpmMonpson. Just a minute, if the counsel will stop. If you 
have a duplicate of that list, I think for the purpose of clarifying the 
record it would be well to insert that particular list in the record at 
this point, so that the record is clear as to what properties are being 
discussed in general. 

If there is no objection, that list will go in the record at this point. 

Srarr Director. The list, Mr. Chairman, is a part of the subpena 
delivered to Mr. Rearick. We shall make that particular list a part 
of the record. 

(The list referred to follows:) 

Number Address 


1001. 442 Chesak Circle—Lot 14, Chesak Place Addition. 

1002. 8734 Riverside Loop—Lot 20, Cates Addition. 

1003. 1209 Fairfield Drive—Lot 15, block 9, Cielo Vista Park. 

1004. 1505 Fairfield Drive—Lot 5, block 9, Cielo Vista Park. 

1005. 7716 Hermisillo Drive—Block 12, lot 36, Hacienda Heights No. 2. 
1006. 8752 Riverside Loop—Lot 11, Cates Addition. 

1007. 7705 Vera Cruz—Lot 2, block 18, Hacienda Heights No. 3. 

1008. 7517 Matamoras Road—Lot No. 9, block 41, Hacienda Heights No. 5. 
1009. 7769 Acapulco Road—Lot 8, block 24, Hacienda Heights No. 2. 
1010. 7725 Vera Cruz Road—Lot 7, block 18, Hacienda Heights No. 3. 
1011. 7735 Monterey Drive—Lot 28, block 7, Hacienda Heights No. 2. 
1012. 7627 Monterey Drive—Lot 14, block 11, Hacienda Heights No. 2. 
1013. 7545 Mazatlan—Lot 9, block 32, Hacienda Heights No. 4. 

1014. 7745 Acapulco Road—Lot 2, block 24, Hacienda Heights No. 3. 
1015. 143 George Orr Road—Lot 8, Lakeside Subdivision. 

1016. 1321 Ben Swain Drive—Lot 24, block 11, Millers Lakeside Addition. 
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Number Address 

1017. 460 Chesak Cirele—Lot 17, Chesak Place Addition. 

1018. 453 Chesak Cirele—Lot 5, Chesak Place Addition. 

1019. 2512 McKinley Street—Block 31, lots 31 and 32, Military Heights Addition. 
1020. 8760 Riverside Drive—Lot 7, Cates Addition. 

1021. 1520 Brookhaven Drive—Lot 38, block 6, Circle Vista Park. 

1022. 7753 Acapuleo Road—Lot 4, block 24, Hacienda Heights. 

1023. 8742 Riverside Loop—Lot 16, Cates Addition. 

1024. 140 Red Robin Road—Lot 26, Lakeside Subdivision. 

1025. 7503 Taxco—Lot 2, block 25, Hacienda Heights No. 4. 

1026. 7543 Glardon Cirele—Lot 19, block 19, Green Valley Subdivision No. 2. 
1027. 7612 Hermosillo Drive—Lot 20, block 11, Hacienda Heights No. 2. 

1028. 7544 Corozal Road—Lot 9, block 39, Hacienda Heights, No. 5. 
1029. 7741 Acapuleo Road—Lot 1, block 24, Hacienda Heights, No. 3. 
1030. 7811 Mazatlan—Lot 6, block 36, Hacienda Heights, No. 4. 

1031. 273 Red Robin Road—Lot 19, Lakeside subdivision, No. 5. 

1032. 233 George Orr Road—Lot 7, Lakeside subdivision, No. 4. 

1033. 148 Red Robin Road—Lot 24, Lakeside subdivision. 

1034. 7769 Vera Cruz Road—Lot 8, block 19, Hacienda Heights, No. 3. 
1035. 300 Ben Swain Drive—Lot 1, block 7, Lakeside addition. 

1036. 7715 Parral Road—Lot 14, block 37, Hacienda Heights, No. 5. 
1037, 4721 Hercules Drive. 

1038. 7611 Corozal Circle—Lot 38, block 40, Hacienda Heights, No. 5. 
1039. 7556 Glardon Cirele—Lot 15, block 19, Green Valley subdivision. 
1040. 7500 Matamores—Lot 27, block 33, Hacienda Heights, No. 5. 
1041. 7511 Acapuleo Road—Lot 6, block 20, Hacienda Heights, No. 3. 
1042. 7733 Hermosillo Drive—Lot 17, block 16, Hacienda Heights, No. 2. 
1043. 7500 Glardon Circle—Lot 1, block 19, Green Valley subdivision, No. 2. 
1044. 7721 Monterey Drive. 

1045. 7617 Hermosillo Drive—Lot 9, block 15, Hacienda Heights, No. 2. 
1046. 909 Ellis Street—Lot 17, block 3, Loretta Place Vista. 


1047. 7725 Hermosillo Drive—Lot 13, block 16, Hacienda Heights, No. 2. 
1048. 7504 Acapuleo Road—Lot 25, block 13, Hacienda Heights, No. 3. 
1049. 7709 Monterey Street—Lot 5, block 12, Hacienda Heights, No. 2. 


1050. 7620 Vera Cruz Road—Lot 20, block 15, Hacienda Heights, No. ‘ 
1051. 7510 Acapuleo Road—Lot 22, block 13, Hacienda Heights, No. 3. 
1052. 7814 Taxco Road—Lot 10, block 24, Hacienda Heights, No. 4. 
1053. 7539 Parral—Lot 22, block 39, Hacienda Heights, No. 5. 

Mr. Epmonpson. Did you have something on that, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Mr. Chairman, on this list, I didn’t know whether it was a dupli- 
cate subpena, or what, but the third and fourth properties listed——— 

Starr Director. Identify those further, please. 

Mr. Rearicx. They are 1003 and 1004. I find no record of ever 
handling those properties at all, sir. 

Mr. Epmonpson. That is the Anderson property, 1003, and the 
Norman Ehrendahl property, 1004. 

Mr. Rearick. I don’t know the names, sir. All that was on the 
subpena was the address, 1209 Fairfield Drive and 1505 Fairfield 
Drive. 

Mr. Epmonpson. And neither of those have you filed for or had 
any connection with, then? 

Mr. Rearicx. No, sir And then there are some more here. 

Mr. Epmonvson. I wonder if it would not be well to get those 
clearly in mind at this point. 

Mr. Rearicx. On the second page, No. 1019, 2512 McKinley Street. 
I find no record of that. 

Mr. Epmonpson. All right. Go ahead. 
Mr. Rearick. Also on the second page, No. 1021, 1520 Brookhaven 
Drive. I find no record of that. 
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Mr. Epmonpson. Now, with the exception of those four which you 
have listed, the properties on the four pages supplied to you along with 
your subpena are properties on which you have files and which you 
are ready to discuss with the committee, then? 

Mr. Rearick. Yes, sir; that is correct. 

Mr. Epmonpson. So, without objection, then, that list will go in 
the record at this point. 

(The list referred to previously copied into record, pp. 1097—1098.) 

SrarF Director. With regard to these properties, that would be 
about 38 properties, then, or around 40 properties, that were guar- 
anteed by VA guaranteed loans, closed in the name of a veteran, and 
in a very short period of time conveyed to you as an individual, and 
in many instances resold by you to a nonveteran purchaser at a higher 
price and in many instances in a higher interest rate. Did you 
realize that in each of those instances, or did you know at the time the 
transaction was being closed and the Veterans’ Administration was 
making its guaranty of the loan, that the Veterans’ Administration 
was paying a gratuity upwards to $160, varying in each instance, 
varying in the amount of the loan, not more than $160 and in most 
cases about $160, in behalf of the veteran involved? 

Mr. Rearicx. They did that on part of them, sir. I think they 
quit that in September ’52, I believe it was. 

Starr Director. It is possible that the practice was discontinued 
at one point. I do not believe it was discontinued quite that early. 
But you are saying that you did know that on some of these properties 
the Veterans’ Administration was paying a gratuity to the veteran. 

Mr. Rearick. Yes, sir. 

Starr Director. The record will show that on the properties in 
question the Veterans’ Administration paid gratuities of that type in 
the amount of $7,912.75. 

Did you know at the time these transactions were made, at the time 
you obtained title to these properties, that when the loan was trans- 

ferred to you and subsequently transferred to some other party the 
veteran continued to be liable for any loss or default on the loan which 
eventually resulted in a loss to the Federal Government? 

Mr. Rearicx. Well, yes, sir. 

Srarr Director. You knew, then, that the continuing responsi- 
bility for the loan rested with the veteran where the loan was trans- 
ferred. 

Mr. Rearick. That is correct. 

Starr Director. In the payment of this gratuity—you said that 
you knew the payment of the gratuity was being made. Did you 
know at that time that in actual practice the gratuity was not paid in 
cash to the veteran, but that it was being credited against the loan, 
and that in fact, where the veteran closed the loan on one day and 
transferred the property to you possibly the next day or two, in most 
instances less than a week, the veteran in fact received no benefit from 
the gratuity, but some other party received the credit for the gratuity 
on the loan? 

Mr. Rearick. Yes, sir. 

SrarF Director. You knew that? 

Mr. Reartck. And I explained that to the veteran, sir. 

STaFF Director. And can that be borne out in all instances, 


Ir. Rearick? 
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Mr. Rearicx. I think that—of course, it is not in my files, but in 
the lenders’ files at the Mortgage Investment Co. they have a letter 
which the veteran, as long as or have the gratuity payments, had 
to sign, which reads as follows: 

MortGaGE INVESTMENT Co., 
El Paso, Tez. 

GENTLEMEN: This will be your authority to apply my serviceman’s readjust- 
ment benefits when received to the principal of the GI loan you are making me. 

Srarr Director. That was one of the papers that the veteran 
would sign at the time he reconveyed the property to you? 

Mr. Rearick. No, sir; that was at the time he closed his GI 
transaction. 

Srarr Drrecror. That transaction in fact was closed in most 
instances in your office, was it not? 

Mr. Rearick. Yes, sir. 

Starr Drrecror. And therefore this paper was among the papers 
that were signed in closing. 

Mr. Rearicx. That is correct. 

Starr Direcror. Did a veteran sign a letter of that type in each 
instance? 

Mr. Rearicx. Well, that was required on the Mortgage Investment 
Co. loans. It was always with their papers. Now, whether it was with 
the other lending agencies, I am not sure. 

Srarr Director. Your testimony is that you could not be sure 
in all instances? 

Mr. Rearicx. No, sir. 

Srarr Director. In these transactions, the typical transaction, 
Mr. Rearick—and I am making this statement for your agreement; if 
you care to correct it, do so—in a typical transaction, the Veterans’ 
Administration would appraise the property. Let’s take a typical 
example, of $7,500. The sales price according to the VA appraisals 
and the law could not exceed $7,500 for a veteran. The veteran would, 
in some instances, in most instances, make a small downpayment on 
the property. And at time of closing, the loan would be disbursed, 
closed in his name, he would take title to the property, and he would 
immediately sign, at the same city, papers reconveying this property 
to you, in most instances merely transferring the loan to you. You 
would take title to the property, and within a period of a very short 
time, and in some instances even before that transaction had been 
completed, you had arrangements to sell these properties to non- 
veterans, in most instances at rates from $500 to $1,500 in excess of 
the VA appraised price, and in most instances at interest rates of 6 
percent. 

Now, is that generally a correct summation of these transactions? 

Mr. Rearicx. Well, sir, many of these cases were resold to veterans. 

Srarr Drrecror. They were not resold to veterans on another 
veteran entitlement, though, were they? 

Mr. Rearicx. No, sir. 

Srarr Director. Then there is no real significance to the fact that 
the next party was a veteran, since he did not exercise his veteran 
entitlement. Because as a matter of fact, the property could not 
have been sold to him at an increased price above the appraisal, could 
it, Mr. Rearick? 

Mr. Rearick. No, sir. 
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Starr Director. So there is no point to your observation, then, is 
there? They may, incidentally, have been veterans, but you sold 
them on a conventional basis at an increased interest rate at a sales 
price in excess of the VA sales price. Now, is that generally a correct 
statement? 

Mr. Rearicx. Generally; yes, sir. 

Starr Drrecror. Then, will you concede that this is a correct 
statement, Mr. Rearick: that in effect you were obtaining the vet- 
eran’s loan guaranty rights, that being a very valuable thing, because 
of the low interest rate, the long term of the loan involved, and the 
low downpayment, and immediately utilizing that favorable financing 
for a highly favorable sale on which you invariably made a profit. 

Mr. Rearicx. Well, I lost money on one. I wish it had been 
more, now. 

Sir, I wouldn’t attempt to tell anybody that I operate except to 
make a profit in business. 

StaFF Director. The question at this point, Mr. Rearick, was: 
Will you accept that as a generally correct summation of the trans- 
action that occurred in these 38 or 40 cases? 

Mr. Rearicx. That I bought these houses in order to make money? 

Starr Director. No, sir. That the fact that you were able to 
obtain through immediate transfer from the veteran the favorable 
circumstances and the favorable conditions of a VA guaranteed loan 
empowered you or enable? you to consistently sell these properties 
and their accompanying financing to nonveterans at a favorable situa- 
tion to you, at a substantial profit to you. 

Mr. Rearick. Yes,sir. Thatistrue. And I still do it today under 
the rules as I now understand them by the Veterans’ Administration. 
We have bought so far—I checked it up when I wrote the letter to 
Mr. Teague requesting him to come down here, in May sometime— 
29 pieces of property sometime this year. But certainly we bought 
them under the rules as we understand at the present time. 

Starr Director. The 29 you referred to, are these transactions 
where the veteran closes the loan on one day, transfers the property 
to you the next, never occupies the house, never had any intent to 
occupy the house? 

Mr. Rearick. No, sir. 

SraFrF Director. Are these 29 that type of property? 

Mr. Rearick. No, sir. These 29 are not. 

Starr Drrecror. Then perhaps they are not pertinent to the ques- 
tions. Now, the question is: Did the presence of the favorable VA 
financing permit you and assist you in making a very substantial 
profit on the resales of these properties, with the exception of one, as 
you have indicated? 

Mr. Rearick. Yes, sir. 

Starr Director. The answer is ‘“Yes.’”’ Is that correct? 

Mr. Rearick. That is correct, sir. 

Starr Director. With your help, Mr. Rearick, we would like to 
review some of these individual transactions, and I think perhaps the 
detail of them will permit of a fuller discussion of the practices of the 
firm. 

Mr. Rearick. All right, sir. 

Starr Director. We refer here to the case of Carlos M. Aguilar, 
VA case No. 1001. The address of the property is 442 Chesak Circle, 
lot 14, Chesak Place Addition. 
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Do you have a file there which will permit you to discuss this trans- 
action, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Starr Direcror. Let me read for the purpose of setting the stage 
for the questions, Mr. Rearick, the substance of this transaction. 

This is based on documents taken from your files or sworn state- 
ments by the veteran or other interested parties. 


The veteran was living in a public housing project. His salary was increased to 
a point where he was no longer eligible for this low-rent property. On January 6, 
1953, the veteran executed a contract to purchase the property located at 442 
Chesak Circle. The sales price of the property was $7,500. The veteran made a 
$200 deposit. The property was purchased through James A. Fager, a salesman 
for DeWitt & Rearick. The veteran on January 20, 1953, made application to the 
Mortgage Investment Co. for a GI loan. 

The veteran later learned that (according to him) the water rates in the vicinity 
were extremely high and that he would have to purchase a refrigerator and stove, 
plus the fact that a 2-bedroom house was inadequate for his wife and 4 children. 
He contacted Mr. Fager and explained the situation to him and asked for a 
return of his $200. 

Mr. Fager summoned the veteran and his wife to the office of beWitt & Rearick, 
where they signed a number of papers. At this time the veteran and his wife were 
given a check by DeWitt & Rearick in the amount of $200 representing a return 
of his earnest money. The records show that on February 26, 1953, the property 
was conveyed to the veteran and his wife, and that on February 27, 1953, they 
conveyed the property to Harry O. Rearick, and executed a deed of trust in favor 
of the Mortgage Investment Co. The records of the Mortgage Investment Co, 
show that as of February 26, 1953, the veteran had made an earnest money deposit 
of $200. However, on March 3, 1953, they executed Veterans’ Administration 
Form 1876, which is a certification of loan disbursement, showing to the Veterans’ 
Administration that the veteran had paid $368.95 in cash. 


Which, incidentally, was an incorrect certification on the part of the 
Mortgage Investment Co. 

The veteran states that he did not understand that he was buying a home and 
transferring it. He thought that he was signing the papers to get his money back, 

The total cost to you, Mr. Rearick, for the house, was $268.95, 
including the $200 refunded to the veteran. On March 2, 1953, 1 day 
prior to the Mortgage Investment Co. executing VA Form 1876, 
Rearick sold the house to Jose N. Zaragoza for $8,650, with a $750 
cash downpayment and the balance at 6 percent interest. The VA 
appraisal on the property was $7,500. The subsequent sale to a 
nonveteran was $8,650, with a $750 cash payment, the balance on a 
6-percent interest rate. 

Now, Mr. Rearick, is this a correct summation of this case? 

Mr. Rearick. I have a certificate here: 


To Whom It May Concern: 

This is to certify that we are selling lot 14, Chesak Place Addition, El Paso 
County, Tex., also known as 442 Chesak Circle, to Harry O. Rearick; that we 
understand that we are using our GI rights, and we have not and will not pay 
any commission for effecting this sale. 

Signed by Carlos Marino Aguilar and Maria Blanca Aguilar. 

Starr Director. Was that paper among the papers they signed in 
your office, Mr. Rearick? 

Mr. Rearick. Yes, sir. 

Starr Director. Were all of the papers filled out at the time the 
veteran signed them? 

Mr. Rearicx. Well, I have no personal recollection of the closing, 
sir, because I didn’t close it. But I am sure that they were. 
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s- Starr Director. The veteran’s testimony, I believe, Mr. Rearick, 
is that he signed the papers in blank, or that many of the papers were 
blank. They were not filled out. Do you have personal knowledge 


ze as to whether that is correct or not? 
Mr. Rearick. I[ think it is incorrect, sir. Because when we pick 
e- up papers from the lender, those papers are already prepared by an 
I ; : d 
i attorney and approved by him. 
to Mr. Epmonpson. Is that particular certificate you have there 
6, dated, Mr. Rearick? 
42 Mr. Rearick. No, sir; it is not. 
Ee ) Mr. Epmonpsown. It is undated. 
n aa : 
he Mr. Rearick. That is correct. 
Mr. Epmonpsow. Is it witnessed or notarized in any way? 
ty Mr. Rearick. No, sir. 
Fe . ’ . . ° 
tig STaFF Direcror. But your testimony is, relying on that statement, 


that the witness had knowledge, that contrary to his sworn statement 
he had knowledge, that he was transferring the property to you. 

Mr. Rearick. I am sorry, sir; I was looking at this. 

Starr Director. I said: Your testimony is that despite the sworn 
testimony of the veteran that he did not know he was purchasing a 
house and closing a GI loan, you are relying on that statement there, 
the written statement to which you have just referred, as evidence 
that the veteran did know he was closing a loan and transferring the 
property to you. 

Mr. Rearick. Well, sir, as I told you, I have no personal knowledge 
of it. This is the Spanish-American fellow, so I got a Spanish- 





he American attorney to go out and talk to him. And for what it is 
worth, I have his statement here. But to my knowledge, no veteran 
was ever—ever—by me, I know, or by my associates, asked to sign 

nd , : . ’ : ; 5 

ck. something in blank. 

r Mr. Epmonson. In the case of this particular transaction with 

5, : : oa 

aa Mr. Aguilar, now, was he advised that he would remain liable for the 

“6 $7,500 loan? 

50) Mr. Rearick. Well, I didn’t advise him. However, the man that 

e . r ° 

TA closed the loan papers is L. W. Bartlett, a retired Army colonel, who 
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has two sons of his own who have been in the Army. He closed the 


; loan papers. I have sat in on many closings with him, before he ever 
: started closing, took him to title companies, to watch them close, and 
I have never seen him go over any paper without doing it thoroughly 
and properly. 
Mr. Epmonson. In the instance of Mr. Bartlett, whose statement 
I assume you have, does he make the statement in the paper you hold 
-_ in your hand that he advised the veteran that he would remain liable 
—s for the $7,500 VA loan, or guaranty loan? 
Mr. Rearick. This is from an attorney who talked to this fellow. 
I don’t have Mr. Bartlett’s statement here. 
ie ! Starr Director. Who is this attorney that you are referring to? 
: Mr. Rearick. A. C. Gonzales, Jr. 
: STaFF Director. Was he in your employ? Did you send him as 
oa : your employee, or was he retained by you to talk to the person? 
Mr. Rearick. Yes, sir. 
ng, Starr Director. What was the purpose of his contacting the 
veteran? What is the statement? 
Mr. Rearicxk. Well, it is a long statement, here. 
65953—55——3 
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Here is the thing. When they started investigating these trans- 
actions, I thought that they were all right, or I wouldn’t have been 
doing them. And I haven’t hidden anything about the transactions 
at all. So when they start investigating them, naturally, I started 
to try to find out what was happening, why they should be interested 
in them. 

Starr Director. And at that time your testimony is, though, that 
although these loans were closed I believe in every instance in your 
office and the papers signed at least in most instances in the offices of 
DeWitt & Rearick, you did not know what the details of these trans- 
actions were. 

Mr. Rearick. Well, in some cases I did know, because I closed 
them. And some of them were closed in title companies, not closed 
in our Offices. 

Srarr Director. But most of the papers were signed, particularly 
the papers closing the loan, in your office, were they not? 

Mr. Rearicx. That is correct, sir. 

Starr Director. And you were present at some of them? 

Mr. Rearicx. That is correct. 

Srarr Director. And you will concede, or will you agree, Mr. 
Rearick, that there were around 40 of these properties closed, the 
titles transferred to you as an individual, with subsequent resales 
within a period in most instances of a week, in some instances an 
agreement even before the initial closing, and that you made a sub- 
stantial profit on those transactions? Now, what I am getting at is 
this, Mr. Rearick: You knew you were taking title to these properties, 
did you not? 

Mr. Rearick. Oh, yes, sir. 

Srarr Director. You knew that they were being resold, didn’t 
you? 

Mr. Rearick. Yes, sir. 

Srarr Director. You knew that you were making money on each 
one. 

Mr. Rearick. I did not know it in advance, certainly. 

Starr Director. But as this process went along, you knew that 
you were gaining from each of these transactions. You have testified 
that you lost on only one. 

Mr. Rearick. Yes, sir. 

Starr Director. You knew those things, did you not? 

Mr. Rearick. That is correct. 

Srarr Director. Now, in this particular case at hand, this is your 
testimony: You say you have no knowledge of the papers being signed 
in blank. 

Mr. Rearick. Absolutely not. 

Srarr Director. Then if it be shown that the papers were signed 
in blank and that you had a notary in your office that authenticated 
these papers, a serious irregularity would be involved, would it not? 

Mr. Rearick. It sure would. 

Mr. Epmonpson. A further point regarding the meeting of Mr. 
Gonzales with the Aguilars: Were any papers signed at that time? 

Mr. Rearick. No, sir. They said the VA investigator told them 
not to, and they didn’t want to sign one. So we didn’t have a state- 
ment. 
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Mr. Suvurorp. That statement that you have from Mr. Gonzales: 
He represented you, did he not? 

Mr. Rearick. Yes, sir; he did. 

Mr. Suurorp. He was your representative there? 

Mr. Rearick. Yes. 

Mr. Suurorp. When did you send him out to get this information 
for you? 

Mr. Rearick. After this VA investigation started, sir. 

Mr. Suurorp. Before then, you had not contacted the veteran 
at all? 

Mr. Rearicx. No. 

Mr. SHurorp. So this was dated December 21, 1953. That was 
when you had Mr. Gonzales contact the veteran. And what was the 
date of the transaction? 

Mr. Rearick. February 27, 1953, sir, is the date of the check that 
I paid him with. 

Mr. Suurorp. And this was in December, the end of the vear. 

Mr. Rearick. Yes, sir. 

Starr Director. Mr. Rearick, why did you not dispose of this 
transaction? The veteran came here with the story that he could not 
go through with the deal. It was rather obvious as a matter of fact 
that he probably would have a hard time being approved as a credit 
risk. Why did you not simply refund his money, his $200 and sell the 
property to somebody else? It is apparent that you had other per- 
sons interested in the property. You had this transaction with Jose 
Zaragoza. Why did you not close the sale? 

Mr. Rearickx. The man had contracted to purchase the house, and 
we had lived up to our part of the agreement and we expected him to 
perform under this contract. 

Srarr Director. Why did you not at that time exercise your 
rights under the agreement between yourself and Mr. Anguilar and 
forfeit the $200, if that sort of an agreement existed? 

Mr. Rearick. Well, of course, I have a statement here by the sales- 
man, and he says that he didn’t want to. 

Starr Director. That who didn’t want to? 

Mr. Rearicx. That Anguilar didn’t want to forfeit the $200, and he 
wanted to sell the house and get this $200 back. 

Starr Director. It is not a question of what the veteran wanted 
to do. The question is: You had a legal right, presumably. I 
don’t know; we don’t have the document here before us, the document 
under which the $200 was deposited. But presumably you had the 
right of forfeiture of that $200 if the other party failed to complete the 
transaction. Why did you not simply exercise your right and forfeit 
the $200 and then sell the property to someone else? 

Mr. Rearicx. Well, because I felt that the man had a right to go 
ahead and close his transaction and recoup his $200 if he so desired. 

Starr Director. Well, then, if your interest was running in that 
direction, why did you not then put him in contact with this Zaragoza, 
who was willing to pay $8,650 for the house, and let those people deal 
directly with each other, and let him make a real profit? 

' Mr. Rearick. Well, sir, real estate agents are just like other people. 
We work for a living, and when we sell and buy houses we expect to 
make a profit. 
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SrarF Director. Then, Mr. Rearick, the situation is this: that 
you and the veteran actually filled out statements, signed statements, 
or at least the veteran did, and apparently someone in your office, 
possibly you, induced him to do so, to make a statement to the 
Veterans’ Administration that he desired a guaranteed loan for the 
purpose of purchasing a home which he in fact had no intent what- 
soever to occupy. He knew he had no intent to occupy it, and you 
knew he had no intent to occupy it. 

Mr. Rearicx. What statement are you referring to sir? 

Starr Drrecror. I am referring to the application for guaranty on 
the part of the veteran, that the veteran uses, a copy ‘of which is 
available there. 

Mr. Rearick. Is that his application that he makes? 

1 would like to call to the committee’s attention that this form that 
you put into the record has been changed various times in 1948, 1949, 
and 1950. It used to include the purpose of the loan and a narrative 
description of the loan. Now, somewhere along in 1949 or 1950, I 
became aware that the Veterans’ Administration insisted that a vet- 
eran state that he was buying a home for his own use and occupancy, 
in his application. Iam certainly aware of that. 

Starr Director. And that is what the law says, is it not, Mr. 
Rearick? 

Mr. Rearick. That is the purpose of the bill. 

Starr Director. That is what the law says, is it not? 

Mr. Rearick. Yes, sir, something of that sort. I mean, I don’t 
know the exact wording of it. But we had always felt and had read 
that when the application is approved, the loan is made. And we in 
El Paso never knew of any instance where a veteran under circum- 
stances such as this, that did not want to proceed with his contract, 
could go to the Veterans’ Administration himself and get released 
from the contract. 

Now, they would not let a veteran out of a contract once he signed 
up. 

StaFF Director. The Veterans’ Administration is not a party to 
the contract and has no way it can relieve someone of a contractual 
obligation, Mr. Rearick. 

Mr. Rearick. Our contracts are subject to the approval of the 
Veterans’ Administration and the lending agency. 

Starr Director. That is one of the conditions, probably, of your 
contract. The Veterans’ Administration is not a contracting party 
to a real-estate transaction between a buyer and a seller, Mr. Rearick, 
and you know that. 

Mr. Rearick. But they changed. Right in the middle of this 
investigation, they changed. They had never canceled anybody. 
Then we had a veteran call, and we have a statement from him here. 
They canceled his. 

Starr Director. Is it your testimony that the Veterans’ Adminis- 
tration can intercede and cancel any contractual relationship it wishes 
at any time between any buyer and any seller under any circumstances 
it desires? 

Mr. Rearick. Our contracts are subject to the approval of the 
Veterans’ Administration. If they don’t approve the veteran, or 
they disapprove him, that breaks the contract. 

Starr Director. And that is a voluntary provision on your part? 
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Mr. Rearick. Yes, sir; it is. 

SraFrF Director. You are not required to include it. You include 
it at your own volition; do you not? 

Mr. Rearick. I don’t know whether we are required, or not, but 
I go clear back to 1950, and we have it in there. 

SrarF Director. The question is: You know of no compulsion to 
put it in? 

Mr. Rearicx. I don’t believe so. I think that now,. in July of 
1953, they put out unfair contracts and marketing practices bulletins, 
in which they say it is unfair to keep the earnest money if the GI 
‘an’t getaloan. But that didn’t affect us. Because here is one back 
in September of 1950: 

This contract is subject to approval by the Veterans’ Administration and the 
lending agency. 

STaFF Director. All right. One other point. We will accept 
your testimony on this case, Mr. Rearick, now—— 

Mr. Suurorp. I have one question, Mr. Counsel, if I may inter- 
pose. 

I notice this letter that you have from Mr. Gonzales, addressed to 
Mr. W. C. Petacolas, El Paso National Bank. Who is he? 

Mr. Rearickx. That is my attorney, sitting here. 

Mr. SHurorpD. It is addressed to your attorney? 

Mr. Rearick. Yes, sir. 

Mr. SuHurorp. | notice one paragraph in here. Now, you say he 
represented you. Your attorney says: 

I explained the situation to him in the light that if the Government was to get 
after anybody, they would be just as interested in getting after him as they would 
DeWitt & Rearick, because the law prevents either party from any chicanery, 
but this did not convince him, because he felt that he was clear and there was 
no chance of his getting in trouble, while he did not know whether DeWitt & 
Rearick would get in trouble. 

Why did they have to tell this laborer that he was in the wrong? 
Why would the attorney have to tell him that? 

Mr. Rearicx. Of course, I don’t know what he told him, sir. 

Mr. Saurorp. He says here what he told him. Why did he have 
to put this in the letter, that he had more or less threatened this man, 
that he would probably be indicted or get into some trouble, along 
with your firm. Why was that necessary, to do that? 

Mr. Rearick. I don’t know why he did that, sir. 

Mr. SHurorp. It was explained to him that neither one was per- 
mitted any chicanery. Was there any doubt in anybody’s mind, or 
any question in anybody’s mind, at the time this attorney went out 
there, that there had been any chicanery? 

Mr. Rearick. Well, there was none that I knew of, sir. 

Mr. Suurorp. Well, then, why would he have to bring that up to 
him? You simply wanted the facts from this veteran, as I under- 
stand it. 

Mr. Rearick. That is correct. 

Mr. Saurorp. Well, why would your representative threaten him 
just when he was simply trying to get the facts? 

Mr. Rearick. Well, sir, I have to assume—— 

Mr. Suurorp. Let’s not assume. Let’s get down to facts. 

Mr. Rearick. Then I don’t know, sir. I don’t know what hap- 
pened, 
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Mr. Suurorp. You do not know why he had to do that? 

Mr. Sisk. Will the gentleman yield there? 

Mr. Suurorp. Yes; I will be glad to yield. 

Mr. Sisk. What directions did you give him? You sent him out 
there; did you not? 

Mr. Rearick. My attorney did. Here is the way that we looked 
at it. I have no personal knowledge of how these transactions might 
have closed. If there was anything wrong, I didn’t know it. Because 
the Veterans’ Administration felt that there was something wrong, 
certainly we then ought to find out what we can from it, and go out 
and get the facts, and find out what did happen. And that is all I 
wanted. 

Mr. Suurorp. Did you direct him to threaten the man? 

Mr. Rearick. Heck, no. 

No, sir. LIamsorry. I did not. 

SrarF Director. Mr. Rearick, we will proceed to another case, 
but before going there, we are accepting your testimony at this point 
onfthe policy of your firm with regard to returning the $200 earnest 
money in this instance, but I do want to remind you that if we 
proceed with these individual cases, there are three types of cases 
under consideration. There are the cases where the veteran put up 
some earnest money, and there was the question of return of his 
earnest money. There are cases where he put up nothing. And 
there are cases where apparently there was an outright purchase of 
his entitlement by someone in your firm paying him money and him 
associating himself with one of. these transactions. So I would like 
for you to bear that in mind as we discuss these individual cases. 
They cannot be generalized without taking into account that there 
are three types of transactions here. 

Mr. Ayres. Mr. Meadows, before you get into the individual 
cases, I would like to ask Mr. Rearick: In your business experience, 
in dealing in VA loans, have you ever returned a deposit to a veteran 
who did not want to go through with the sale? 

Mr. Rearicx. I have here, gentlemen, earnest-money checks 
starting back in September 1950. 

Mr. Ayres. How many have you returned? You probably have 
counted them. 

Mr. Rearick. 275, sir. 

Mr. Ayres. In other words, you have returned the deposits on 
275 transactions. 

Mr. Rearicx. I have returned them on more than that, sir. 

Mr. Ayres. But you have those with you. 

Mr. Rearick. Yes, sir. 

Mr. Ayres. At no cost to the veteran. He received his complete 
downpayment back; is that correct? 

Mr. Rearickx. No cost to the veteran as far as the firm was con- 
cerned. Now, there are cases where the lender would have—let me 
find one of these. Here is one where he had up $250, and they charged 
him $3 for a credit report. Our firm of DeWitt & Rearick did not 
retain that money. 

Mr. Ayres. You returned the downpayment to the veteran, and 
he in turn still has his GI rights protected. He could have gone out 
and used his GI loan on some other property. 

Mr. Rearicx. That is correct, sir. 
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Mr. Ayres. You did not take over his entitlement? 

Mr. Rearicx. No, sir; we did not. Most of these veterans, sir, 
wanted to sell their houses at the time. And when something comes 
out in the papers like it did, there, that they are investigating bribery, 
all of them start getting scared. 

Mr. Ayres. These people, these veterans, whose entitlements you 
took—How highly educated were they? 

Mr. Rearickx. They ranged. One of these sales was made to a 
doctor. I think this particular fellow is alaborer. There is an immi- 
gration inspector in there. There is a city policeman, who is now a 
city detective, in there. One of them is a cafe owner that owns his 
own cafe. Some of them I don’t know what they did. 


“ 


Mr. Ayres. Who was this John Ayres, that you did not return his 
entitlement? 

Mr. Rearick. Sir, I think he is an Army officer. 

Mr. Ayres. A pretty intelligent fellow. 

Mr. Epmonpson. Will the gentleman yield? 

Do I understand that in the instance of those 200 checks, in all of 
those instances the veteran was relieved of any further loan liability? 

Mr. Rearick. That is correct, sir. 

Mr. Epmonpson. Were you returned earnest money. 

Mr. Rearick. That is correct. 

Mr. Epmonpson. In other words, they represented a different pro- 
cedure from the procedure followed in these 38 cases? 

Mr. Rearick. That is right. 

Mr. Ayres. One other question, Mr. Rearick: Now, when you re- 
turned the deposit, what forms did the veteran have to sign in those 
transactions? 

Mr. Rearicx. When we returned it? Well, if he had his earnest 
money contract which he brought back to us, which is also a receipt, 
there was nothing for him to sign. But if he said, “I didn’t bring it,”’ 
we would say, ‘“‘returned earnest money” on whatever the address 
was that he signed up on. 

Mr. Ayres. You returned the money to the veteran, and you took 
no legal steps to gain a normal profit on the contract that he had 
originally signed? 

Mr. Rearick. That is right. 

Mr. Ayres. In other words, the veteran signed a contract to 
purchase the home. Then he decided he could not go through with 
the transaction. He came into your organization and called on you 
or one of your representatives and said, “I can’t go through with it.” 
And you said, ‘‘We are sorry you can’t. Here is your money.”’ 

Mr. Rearick. Sir, there is no blanket way we would handle the 
transaction. 

Mr. Ayres. I realize that. But that is the basic way that you 
handled it, where you returned the money. 

Mr. Reanrick. If we were going to return the money, yes. 

Mr. Ayres. In those cases we are going to get into here, where the 
money was returned, but you took entitlement, do I understand you 
correctly when you answered Mr. Meadows to say that the veterans 
wanted to give you the entitlement? That they did not want their 
money back and still hold the entitlement? 

Mr. Rearick. Well, they wanted to sell the house rather than lose 
their earnest money, in some cases. 
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Mr. Ayres. Why in some of these cases would you return the 
earnest money, when you said you had 275 here. Why in some cases 
would you return it, where in other cases you would get the entitle- 
ment? 

Mr. Rearick. Ordinarily it was a case where the veteran wanted at 
that time to sell his property. 

Mr. Ayres. Why would he want to sell the property when he was 
not getting any profit? In some of these cases he was lucky to get 
back his earnest money. 

Mr. Rearicxk. That is right. And we have kept earnest money, 
too, of veterans. 

Mr. EpmMonpson. Will the gentleman yield for a further question 
on that? 

Are any of these 275 checks cases where the GI loan was not ap- 
proved? 

Mr. Rearick. Certainly, some of them. 

Mr. EpmMonpson. There are some of them, then, where there was 
no approval on the transaction? 

Mr. Rearick. That is right. 

Mr. Epmonpson. Could you tell us in what percentage they repre- 
sent failure to get approvals on the loan? 

Mr. Rearick. No, sir, I can’t. These are all checks that have 
been in our trust account, and I just had one of the girls to go back and 
pick out returned earnest money checks. 

Mr. EpMonpson. Where earnest money was given, it was in all 
instances given conditional upon approval of a GI loan, was it not? 

Mr. Rearicx. That is correct. 

Mr. Epmonpson. So actually you would be compelled to return it 
in instances where they did not get approval of the GI loan, would 
you not? 

Mr. Rearick. Certainly. That is right. 

Starr Director. Mr. Rearick, what is the explanation for the 
numerous transactions where you not only returned the earnest money 
deposit but you also added additional funds, in other words, made it 
worth a little something for the veteran, $100 or $200 in addition? 
What is the explanation for that transaction, now? Why did you pay 
the veteran something extra? 

Mr. Rearick. Because it is a matter of negotiation in buying any 
property, sir, and it is the veteran’s property. And he says, “I will 
take so much.” And if it is agreeable we would buy it. 

Starr Director. You wanted it, so you bought it and paid what 
the veteran required you to pay. Is that your testimony? 

Mr. Rearick. If he required more than we would pay, we turned 
it down. 

Srarr Direcror. But you do have many cases here where, as a 
typical example, the down payment or a deposit would be $200, 
and you would give the veteran $300 or $400. Is that not true? 

Mr. Rearick. That is correct, sir. 

Srarr Director. And then you have other cases where the veteran 
in fact had no deposit whatever. He either gave you a worthless 
check or said at the time that he had no funds in the bank and in 
fact had no deposit on the property and had no money to make a 
deposit on the property, and as you obtained the entitlement to that 
property you gave the veteran some additional money; is that true? 
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Mr. Rearicx. We had cases where the earnest money was never 
cashed, and in which the veteran did sell us the property. 

Starr Director. And you had cases where the veteran in fact never 
made a downpayment at all; is that correct? That he in fact con- 
tacted you and perhaps approached you to enter into one of these 
transactions to sell his entitlement, that he was paid a certain sum 
of money and never put up any sort of a deposit? 

Mr. Rearicx. Sir, veterans have approached us about selling their 
entitlements time after time. To my knowledge, never have my 
partner or I been instrumental or advised or aided or abetted any 
veteran to sell his GI rights. 

Mr. Weaver. You might tell us a little about Mr. Murchison. 
You mentioned him, and I note that he was interested in all these 
transactions through his investment company. Could you give us 
a little background on him? 

Mr. Rearicx. Were you addressing me, sir? 

Mr. Weaver. Yes, sir. 

Mr. Rearicx. Excuse me just 1 second, please. 

Mr. Murchison is the president of the Mortgage Investment Co., 
and they are a loan-brokerage company that make loans. He also 
has some interest in some building companies. 

Mr. Weaver. Thank you. 

Mr. Ayers. Mr. Counsel, one other question on these refunds: 

Have you ever taken a veteran into court when he refused to go 
along with what you proposed to do in the cancellation of a contract? 

Mr. Rearicx. No, sir. 

Mr. Aynrs. You have never attempted to hold a veteran to a 
contract through legal methods? 

Mr. Rearicx. Never filed suit against one; no, sir. 

Mr. Epmonpson. Mr. Rearick, I wonder if you would turn to your 
case file on the Lucero loan, 1014. 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. That is 7145 Acapulco Road in your Hacienda 
Heights development. And counsel will read us a summary of what 
our file shows on that, and ask for your comments on it. 

Srarr Direcror. The veteran, Alfredo Lucero, was a detective 
employed by the city of El Paso. He contacted a friend, Mr. A. R. 
Maya, a salesman for DeWitt & Rearick, inquiring if he could sell 
his entitlement to a GI loan. Maya contacted either DeWitt or 
Rearick—and the file is obscure on the point; and the veteran cannot 
recall which one—and said that they would buy the entitlement. To 
carry out the scheme, the veteran executed a contract to purchase on 
July 2, 1951, wherein it was agreed that he would buy the property 
located at 7745 Acapulco Road, for $8,225. The earnest money 
receipt showed that the veteran paid $800 cash as earnest: money. 
However, the veteran made no payments whatsoever. Later, Maya 
took the veteran to the Mortgage Investment Co., where he executed 
papers making application for a GI loan. On August 16, 1951, the 
veteran visited the offices of DeWitt & Rearick, where he dealt with 
a female employee, not identified, and he signed various papers, 
among which was a deed of trust in favor of the Mortgage Investment 
Co., and also a warranty deed reconveying the property to Rearick. 
The veteran was given a check in the amount of $200 dated the same 
day, drawn on the account of DeWitt & Rearick. The clerk was 
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signed DeWitt & Rearick by Frances D. Rearick. I assume that is 
your wife. 

Mr. Rearick. Yes. 

Mr. EpmMonpson. Four days later on August 20, 1951, the Mortgage 
Investment Co. received from DeWitt & Rearick a check in the 
amount of $762.76, the deed of trust, and other papers in connection 
with the loan. The total cost to Harry QO. Rearick for the property 
was $962.76, including the $200 to the veteran, plus the $7,650 GI 
loan. We do not know what disposition finally was made of the 
property. Apparently it was rented for a time. 

Now, then, Mr. Rearick, your comments in this instance: Did the 
veteran make an earnest money deposit in this instance? 

Mr. Rearicx. Of course, this transaction was handled 

Mr. Epmonpson. The question: Did he make an earnest money 
deposit in this instance? 

Mr. Rearick. Did we cash the earnest money? No. 

Mr. Epmonpson. I believe that is a question that can be answered 
yes or no. Do you know whether he made an earnest money deposit 
in this case? 

Mr. Rearicx. I am sure he didn’t. 

Mr. Epmonpson. He did not? 

Mr. Rearicx. That is correct. 

Mr. Epmonpson. Did anyone make a deposit for him? 

Mr. Rearicx. Of earnest money? 

Mr. Epmonpson. Yes. 

Mr. Rearicx. No, sir. 

Mr. Epmonpson. Then there was no question here in this case of 
return of earnest money, was there, Mr. Rearick? 

Mr. Rearick. No, sir. 

Mr. Epmonpson. Did the veteran receive $200 for his cooperation 
in this instance? 

Mr. Rearicx. As far as I was concerned, I bought a house from 
him for $200. 

Mr. Epmonpson. Is there any question that there was a check 
delivered to him for $200 drawn on DeWitt & Rearick and signed 
by Frances D. Rearick? Is there any question about that? 

Mr. Rearick. No, sir. I gave him the cheek. I gave the check to 
the VA investigators when they were there in El Paso. 

Mr. Epmonpson. Is there any question, then, that this veteran 
approached a representative of your firm and offered to sell his entitle- 
ment, and that the offer was taken up, and that the veteran did co- 
operate and sign the necessary papers and subsequently was paid $200, 
and that you took entitlement to the property? 

Mr. Rwarick. I don’t think there is any question at all of that, sir. 

Mr. Epmonpson. There could be no question in anyone’s mind, 
here, that the veteran had any intent to occupy the house, Mr. 
Rearick? 

Mr. Rearick. No, sir. 

Mr. Epmonpson. There was no question in yours, was there? You 
knew the veteran did not intend to occupy the house; did you not? 

Mr. Rearick. At the time I closed the transaction, I knew that. 

Mr. Epmonpson. And the veteran apparently had no intent to 
occupy it; did he? 
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Mr. Rearicx. No. The veteran says that he did not intend to, and 
the salesman says that he did not. But they withheld that infor- 
mation from me. 

Mr. Epmonpson. Well, you just got through saying that at the 
time of the transaction you knew he did not intend to occupy the house. 
In fact, how could he occupy the house if you were going to take 
title to it? 

Mr. Rearick. But I thought he had bought the house for his own 
home to start with. May I read you the statement of the salesman? 

Mr. EpmMonpson. Just a moment. You just testified a second ago, 
Mr. Rearick, that you knew at the time of the transaction that the 
veteran did not intend to occupy the house as a home. 

Mr. Tracur of Texas. Mr. Rearick is talking about when he 
paid the $200, though. 

Mr. Rearick. That is right, sir. 

Starr Director. That was simultaneous with the signing of the 
papers, though, Mr. Teague. 

Mr. Epmonpson. I think the witness should be entitled to state 
what explanation he has as to the transaction. 

Mr. Rearick. This is an important case, here, because it is a case 
where a veteran said he never intended to occupy the house at the 
time that he made application. And of course, I have a statement 
here that is signed and initialed on each page by the salesman who 
made this transaction. I would like to read it to you. 

Mr. SHurorp. When was that statement made? 

Mr. Rearicx. December 8, 1953. 

Mr. Suurorp. That was after the transaction; was it not? 

Mr. Rearicx. Oh, yes, sir. 

Mr. Suurorp. This was long after the transaction. 

Mr. Rearicx. This case was back in August of 1951. 

Mr. Suurorp. This was 2 years after the transaction and after the 
investigation had started. 

Mr. Rearick. That is right. 

Mr. Suvurorp. Then this is a statement by your salesman. 

Mr. Rearicx. Former salesman, let me say. 

Mr. Suurorp. What is that? 

Mr. Rearick. Former salesman. 

Mr. Suurorp. Former salesman? Well, why did he leave? 

Mr. Rearick. Because he had a job that we relieved him of. And 
he quit after that. 

By the way, sir, the salesman is the veteran’s brother-in-law. 

Mr. Epmonpson. That is Mr. Maya that you are speaking of? 

Mr. Rearick. Yes, sir. 

Mr. Ayres. Before we go into that, because we may not get into 
it again: On these transactions we are discussing, did the salesman 
ever get a commission on these transactions that he sold? 

Mr. Rearick. Certainly, sir. Every time. 

Mr. Ayres. In other words, a salesman sold a house for $7,500, and 
you gave the earnest money back and a $100 bonus to the original 
buyer. What did you pay the salesman out of? 

Mr. Rearick. We closed the transaction and paid commission out 
on it. 

Mr. Ayres. What is the customary commission in Texas? 
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Mr. Rearicx. Well, our firm on subdivision houses draws 4 percent. 

Mr. Ayres. Then you had a $300 commission on a $7,500 home. 
Who absorbed that loss? you? the company? 

Mr. Rearick. Yes, sir. That was part of the purchase price of 
the property. 

Mr. Epmonpson. But you have stated that your firm drew the 
4 percent. And as I understand the question, it was what the sales- 
man got on a deal that went sour, as some of these apparently did, 
if that was the history of the case. Would you go ahead and pay a 
commission to the salesman? 

Mr. Rearick. If we closed a transaction, and where I bought the 
house? 

Mr. Ayres. Yes. 

Mr. Rearicx. Yes, sir; I paid the commission. 

Mr. Ayres. Well, let us go back to this first case we had. How 
much did you pay the salesman? 

Mr. Rearick. $150, sir. 

Mr. Ayres. Well, then, the salesman got the same amount of 
money whether the veteran occupied the house or whether you took 
over the loan. 

Mr. Rearick. That is correct, sir. 

Mr. Ayres. That is all. 

Mr. Epmonpson. Do you want to state for the record what your 
explanation is of that case, in terms of the statement that Mr. Maya 
gave, and your comment on it? 

Mr. Rearick. Well, gentlemen, I had no knowledge whatsoever 
that this transaction was like I now know that it is, which is a brother- 
in-law getting together with his other brother-in-law and making a 
sale of his GI rights. And I have here the statement of Mr. Art 
Maya. 


My name is Art Maya. I am in the real estate business. I used to work for 
DeWitt & Rearick. I worked for them for about 5 years. I went to work in 
April or May of 1947 and quit November 1951. Alfredo Lucero is my brother-in- 
law. Lucero approached me and told me that he wanted to sell his GI rights. 
I then took some contracts up to him and got him to sign them. I don’t remember 
whether he looked at the house or not. On second thought, I believe that he did 
look at the house. Lucero never intended to buy the house. I told Pat DeWitt 
and Harry Rearick that Lucero did not intend to buy the house at the time he 
signed up. I don’t remember which one I told that. Whoever I told, I do not 
remember what he said. I know that Harry did buy the property. At the time 
I made the deal with Lucero, I can’t remember what I agreed to pay him. I 
don’t remember what he was paid for the house. I don’t remember the dates. 
I took Lucero down to the Mortgage Investment Co. to make his application for 
the GI loan. I don’t remember whether I stayed there while the application for 
the loan was being made out. 

About a month elapsed between the time he signed the earnest money contract 
and the closing of the deal. Pat DeWitt had told me sometime before that we 
would buy some more houses—that is, GI houses. Neither Pat DeWitt nor 
Harry Rearick ever told me to go out and buy Gl rights. I do know that at some 
sales meetings we were told not to buy GI rights. I don’t know whether it was 
at that time or later. I was not present at the time Lucero closed his deal. I 
received a commission on the sale of the house to Lucero. I didn’t know who 
had bought the Lucero house until I talked with Mr. Guy of the VA last Saturday. 
I know from what I saw up there that Harry Rearick bought the house. That is 
all I know about the Lucero deal. I don’t remember when I told Harry or Pat 
about the Lucero deal. 


Now, gentlemen, I have statements here. These red marks that 
you see on this file are from salesmen that used to be in our employ. 
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I also have statements here from three veterans that either 
approached my partner or someone in our firm attempting to sell 
their GI rights. This is not correct. I would not have handled a 
transaction like that at all. 

Now, I do know that the boy came to me at the time the deal got 
ready to close and told me his brother-in-law had signed up to buy 
this house, and that he worked for the city as a policeman, and the 
city would not let him live outside the city limits, and would I buy 
the house? And it is true that the man never put up any earnest 
money. It is shown by the veteran’s statement, and it is certainly 
shown by our books. 

But you will notice that when we reported the earnest morey to 
the lender, it says on there: “Earnest money, none.” And they get 
that information from us. They don’t get it from the veteran, where 
there is any earnest money. We are the ones they get that carnest 
money from. 

Mr. Epmonpson. Have you completed reading the statement? 

Mr. Rearick. No,sir. He has some more in here about some other 
transactions, not about this one. Do you want them at this time? 

Mr. Epmonpson. Not at this time, but we would like to examine 
the statement subsequently. It is not necessary at this time. 

Mr. Rearick. You can have it now. 

Mr. Epmonpson. Did you have anything further to say in connec- 
tion with that transac tion, beyond what you have told us? 

Mr. Rearick. Well, sir, apparently the salesman and his brother- 
in-law decided to sell his GI rights. But they certainly withheld that 
information from me. 

Mr. TeacueE of Texas. The brother-in-law got the commission, and 
the veteran sold his GI rights? 

Mr. Rearick. That is correct, sir. 

Starr Director. Mr. Chairman, the statement which Mr. Rearick 
has just read should be contrasted with a sworn statement which Mr. 
Arturo Maya gave investigators, dated May 3, 1953, and I will read 
the pertinent part. 

Paragraph 5: 

I remember well the case of Alfredo Lucero, detective, El Paso Police Depart- 
ment. Mr. Lucero, on or about June or July 1951, came to me, as I am personally 
acquainted with him, and asked how he could pick up some money; that he 
wanted to sell his Gl rights. I told him that I would see what I could do for him. 
I thereupon went to Mr, DeWitt or Mr. Rearick—I am not sure which—and 
discussed the matter with them. Either Mr. DeWitt or Mr. Rearick informed 
me that they would be willing to purchase his rights, 

Mr. Rearick. He doesn’t even say it is his brother-in-law. 

StaFF Director. He uses a little different terminology, He 
doesn’t speak about purchasing the home. The sworn statement of 
Mr. Maya would indicate everybody knew what was going on. 

Mr. Epmonpson. His statement just read into the record states on 
the first page: 

I told Pat DeWitt and Harry Rearick that Lucero didn’t intend to build the 
house at the time he signed up. 

Mr. Rearick. Oh, yes, sir. He says that, and then he says he sold 
it tome. And then he says he doesn’t know who bought the house. 

Starr Director. Could there be any doubt in your mind that you 
were simply utilizing this veteran’s rights, paying him for the rights, 
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to obtain entitlement to property which you took title to in your own 
name and I presume sold later to someone else? Could there be any 
doubt that that is what happened at the time of the transaction? 

Mr. Rearick. I would not have touched that transaction unless I 
thought that veteran had made application in good faith. 

Starr Director. Then you recognize the contradiction in your 
sworn testimony? 

Mr. Rearick. Yes. sir. 

Mr. Epmonpson. I think the House will be in session in a couple of 
minutes. There are several of these other cases about which we 
would like to question the witness, and which I think he is entitled 
to comment on more fully. So if there is no objection, the subcom- 
mittee will stand adjourned until 10 a. m. tomorrow. 

Mr. Weaver. Just one short question. 

Mr. Rearick, you are a veteran, are you not? 

Mr. Rearick. Yes, sir. 

Mr. Weaver. How about your own entitlement? 

Mr. Rearicx. I bought one house, a combination FHA-GI loan. 
I have enough entitlement left to buy another GI house, which I 
have never done. That was back in 1948. 

Mr. Weaver. How about the entitlements of any of your salesmen 
that have been in your office? Have they ever been used by your 
firm? 

Mr. Rearick. We had many salesmen buy houses through our 
firm, and they pay no commission if they are buying houses for their 
own use. We have two salesmen that signed up and then sold their 
house before they actually moved in. 

Mr. Weaver. Two salesmen since you have been in business? 

Mr. Rearick. That is all I know of, sir. 

Mr. Weaver. How about any firm members who may be veterans, 
or staff members? 

Mr. Rearicx. Well, Mr. DeWitt is a veteran, and of course he 
bought one house under his GI bill. 

SraFF Director. Mr. Rearick and Mr. Swain, I wish to remind you 
that you are still under subpena and directed to remain until per- 
mitted by the chairman to depart, subject to the call of the Chair. 

Mr. Epmonpson. I think we will be able to complete the hearings 
in the morning, though, gentlemen, I hope. 

Mr. Rearick. Mr. Chairman, I will get a chance to go into some 
of these statements from veterans that propositioned us, that were 
turned down, won’t I? 

Mr. Epmonpson. You certainly will. 

The subcommittee will be adjourned until 10 o’clock in the morning. 

(Whereupon, at 12 noon, the hearing was adjourned, to reconvene 
at 10 a.m., Thursday, July 21, 1955.) 
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THURSDAY, JULY 21, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HovsING 
OF THE COMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 356, Old House Office Building, Hon. Ed. Edmondson (chair- 
man of the subcommittee) presiding. 

Present: Representatives Edmondson, Shuford, Ayres, and Weaver. 

Present also: Representatives Boykin, O’Brien, Sisk, Rogers, and 
Avery. 

Oliver E. Meadows, staff director, Edwin B. Patterson, committee 
counsel, and J. Buford Jenkins, committee staff. 

Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will be in order, and the clerk will call the roll. 

CounsEL. Mr. Edmondson. 

Mr. Epmonpson. Here. 

CounseE.L. Mr. Shuford. 

Mr. Suurorp. Here. 

CounsEL. Mr. Christopher. 

(No response) 

Mr. Ayres. 

Mr. Ayres. Here. 

CounseEL. Mr. Weaver. 

Mr. Weaver. Here. 

CounsEL. A quorum is present, sir. Four members of the sub- 
committee are here. 

Mr. Epmonpson. The quorum being present, with 4 of the 5 mem- 
bers of the subcommittee on hand, the reporter will record the arrival 
and the departure of any members of the Housing Subcommittee 
throughout the proceeding of these hearings. 

This hearing is a continuation of the one begun yesterday, pursuant 
to authority granted by section 722 of the House of Representatives 
and as specifically authorized by House Resolution 63, approved by 
the House of Representatives on February 2, 1955. 

I think yesterday we had Mr. Rearick testifying. I will ask him 
at this time to return to the stand; with his counsel, if he wishes. 

Starr Drrector. Will you remain standing, Mr. Rearick? 

Mr. Rearick, do you swear that the testimony that you are about 
to give in these proceedings is the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Rearick. I do. 

Mr. Epmonpson. I wanted to ask the witness at this point if 
he had completed the statement he wished to make in connection 
with the Lucero case, which we had under discussion yesterday when 
the convening of the House forced us to adjourn the session. 
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TESTIMONY OF HARRY O. REARICK, EL PASO, TEX. (ACCOMPANIED 
BY HIS COUNSEL, W. C. PETICOLAS OF THE FIRM OF ANDRUS, 
LIPSCOMB & PETICOLAS, EL PASO, TEX)—Resumed 


Mr. Rearick. No, sir. I had not. And I also have some addi- 
tional information on the Aguilar case, which I received yesterday. 

Mr. EpMonpson. We would be glad to have your statement, 
then, in connection with those two cases, before proceeding to any 
further cases. 

Mr. Rearick. I have a telegram dated July 20, 1955, from El 
Paso, Tex., signed by L. W. Bartlett, who is the man that closed the 
Aguilar deal, according to the deed of trust. In other words, he 
took the acknowledgment on the deed of trust to close the loan 
papers. It is addressed to Harry O. Rearick, Congressional Hotel, 
Washington, D. C. 

In no instance, in my association with DeWitt & Rearick, which began on De- 
cember 1, 1949, and has been continuous to this date, have I ever had signed or 
taken the acknowledgments on deeds of trust, other loan papers, or any legal 


documents which were signed in blank, and I am willing to testify under oath to 
this fact. 


L. W. Barter. 

Mr. Epmonpson. Do you have anything further in connection with 
those two? 

Mr. Rearticx. I would like to make this observation, sir. It would 
be, it seems to me, a matter that could be determined. We do not 
draw deeds, deeds of trust, in our office. We always use some attorney 
to prepare legal papers. So those papers are available to the com- 
mittee, and I am sure if there was any question about those papers 
being signed in blank, it can be determined what typewriter they were 
drawn on and what attorney drew the papers. 

You see, when we would agree to buy a house, the way we would go 
about it: We would pick up the unsigned loan papers, which were 
prepared, from the loan company or the lending agency. Then we 
would take these papers to an attorney, ordinarily one representing 
a title company, that was going to guarantee the loan and the mortgage 
to the lender, and have their attorney draw a deed and a transfer of 
trust funds to me. So it was obvious that we were purchasing that 
property. 

This was a complete surprise to me yesterday. I mean, I had 
talked to the investigators informally for a period of months, and I 
spent 3 days with them, parts of 3 different days, in a formal hearing, 
and this is the first time this question was ever raised; although I told 
those investigators, and I can prove it by the transcript of the hearing, 
“You fellows say there was something wrong. Put me on the spot 
and ask me questions, because I think I can answer them.” 

Mr. Epmonpson. Well, in the instance of the brief statement 
signed by 1 of the 2 people under discussion yesterday, unless I was 
mistaken, that was in the Aguilar case. You had a piece of paper 
signed by him stating that he knew that he was deeding the property 
to you, or something to that effect. 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. The undated sheet of paper, with his signature, 
and I believe his wife’s signature, also. 

Mr. Rearick. Yes, sir. That is correct. 
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Mr. Epmonpson. Would that piece of paper have been prepared by 
an attorney in the form in which it was put before the committee? 

Mr. Rearicx. No, sir, not that particular one. However, I do 
have cases in my files where an attorne vy did prepare a similar letter. 

I will tell you why. We didn’t take those letters in every instance. 
This was a Spanish-American. Sometimes they say yes, they under- 
stand, when they may not. 

If you will notice, also there is another notary, a Mrs. Henrietta 
Greco, that took the acknowledgement on the deed. Now, she at tha 
time—she is a Spanish girl—was working in our office and was a 
notary public. And my instructions to Colonel Bartlett, and also 
my own actions, were that if we had a Spanish-speaking person, even 
though they spoke English and said they unde rstood, when they were 
deeding a piece of property to me, he would call in a Spanish-speaking 
notary and explain to her in front of them, going over the papers 
again, so that she could then answer any questions that they might 
have that would come up in Spanish. So then at that time | am sure 
that that letter was prepared in our office. 

Mr. Epmonpson. I notice that your letter from the attorney to your 
attorney stated that Mr. Aguilar, I believe it was, spoke excellent 
English and appeared to be very intelligent. 

Mr. Rearicx. Well, then, it is possible, sir, that his wife did not 
speak English. And that may have been the reason for bringing the 
Spanish notary in there. 

Mr. Epmonpson. I see. 

Did you have anything further in connection with the Lucero or 
Aguilar cases? 

Mr. Rearicx. Yes, sir. On the Lucero deal, I would like to 
emphasize again that I have this file here, with all of these statements 
by salesmen, many of which were not in our employ at the time they 
made the statements, and that many of them are in competition and 
were in competition with us, competing real-estate salesmen and 
brokers, when they made these statements setting out our policy; that 
we had at all times during the time of their employment instructed 
them that they were never to sell a house to a veteran unless he 
intended to occupy the home; that they were not to be party to it or 
suggest it or assist in it. 

Further than that——— 

Mr. Suurorp. Mr. Chairman, right at that point, may I ask the 
witness a question? 

Mr. Epmonpson. The gentleman from North Carolina. 

Mr. Suurorp. You said that you had given instructions to all of 
your salesmen, to everyone in your office, that they were not to take 
a contract or make any sale to a veteran unless he intended to use the 
building as a home. 

Mr. Rerarick. Yes, sir. 

Mr. SHUFORD. Now, then, go to your Aguilar case. There was a 
purchaser who had no intention of occupying the building as his home, 
and, contrary to your instructions to your salesmen, you bought the 
piece of property knowing that he was not to occupy it as a home. 
What is your explanation for that? 

Mr. Reartck. Sir, the explanation i is this. We were told—— 

Mr. Sxurorp. Who is “we’’? 

Mr. Rearick. Our firm of DeWitt & Rearick. 
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Mr. Suurorp. How about you? 

Mr. Rearicx. I have been told. 

Mr. Suurorp. You were told, and you knew at that time. Let us 
put it that way. 

Mr. Rearick. No, sir. 

Mr. Suurorp. You testified that yesterday, did you not; that you 
knew about it? 

Mr. Rearick. I know now. 

Mr. Suurorp. You knew then, did you not? 

Mr. Rearicx. That a veteran had to occupy the home at the time 
he closed? 

Mr. Suurorp. That he had to express the intention of doing it. 
You testified that yesterday, and you testified it this morning, that 
you had instructed your salesmen that they were not to execute a 
contract or make a sale to one veteran who was not to occupy the 
building or dwelling as his home. 

Mr. Rearick. That is right; at the time that he made the contract 
and the application, the veteran’s intention had to be to occupy that 
home. 

Mr. Saurorp. All right. Then right after that, in the Aguilar 
case, you knew he was not to occupy that as his home. 

Mr. Rearicx. Yes, sir. 

Mr. Saurorp. And you purchased the property and took away 
his preference, his benefits. 

Mr. Rearick. I purchased the house from him; yes, sir. 

Mr. Suurorp. And you knew at the time you purchased it that he 
was not to occupy it as his home. 

Mr. Rearick. Yes, sir. Let me make one point clear. Until 
this investigation came about, I had read VA publications, it is true, 
and I have some of them with me. I had not read the law. But I 
did zo to an attorney —— 

Mr. Saurorp. You were in that business, selling and buying real 
estate. It was your duty to read the law, was it not? 

Mr. Rearick. No, sir; it is my duty to rely on the advice of counsel, 
which I did. 

Mr. Suurorp. Are you going to rely all the time on the advice of 
counsel? 

Mr. Rearick. I try to, sir. 

Mr. SHurorp. When you have got the law before you and you are 
engaged in the business? 

Mr. Rearick. I did not have the law before me, sir. 

Mr. Suurorp. You had the book at your office, did you not? 

Mr. Rearick. No, sir; I didn’t. 

Mr. Suurorp. Well, the appraiser, the Government appraiser, had 
the book in his desk, did he not, or at his office? 

Mr. Rearicx. I don’t know what he had in his desk, sir. 

Mr. Suurorp. But you knew you had gone over with him the regu- 
lations? 

Mr. Rearick. Sir, here is a VA publication, VA pamphlet—— 

Mr. Suurorp. I don’t want to know about the VA publications. [ 
want to know about what you knew. 

Mr. Rearick. When, sir? 

Mr. Suurorp. At the time you bought this piece of property from 
Aguilar. You knew that he was not going to occupy that as a dwelling. 
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Mr. Rearicx. Yes, sir. 
Mr. Suurorp. And you had instructed your salesmen not to sell it 
= to him unless he was going to occupy it as a dwelling. 
Mr. Rearick. He said he was going to occupy it as a dwelling. 
| Mr. Sxurorp. Did he tell you he was? 
ou Mr. Rearicx. No. I don’t know the man. 
Mr. Suurorp. He told you that he wasn’t? 
Mr. Rearick. He did not, sir. 
Mr. Suurorp. He didn’t? But you knew that he was not. 
me j Mr. Rearicx. Well, sir, I have already said—— 
‘ Mr. Suurorp. I don’t care what you said. Answer that question. 
it. . You knew that he was not going to occupy that as a dwelling. 
at 1 Mr. Rearick. At the time that he closed the loan; yes, sir. 
& | Mr. Suurorp. But at the time he made the contract, that was 
| with an agent, and you had instructed the agent not to sign a contract 
with him if he was not going to occupy it. And yet when he came up 
to buy it, which is a more solemn obligation, with your knowledge 
that he was not going to occupy it, you bought the property from 
him and caused him to lose his rights under the VA. 

Mr. Rearick. Sir, the Veterans’ Administration themselves never 
let a veteran off, that I can find any record of, until this very investiga- 
tion had been under way for a couple of weeks. Then I have a letter 
from a veteran who called up and talked to Mr. Harris. 

Mr. Suurorp. Let’s stick to this veteran. I don’t care about the 
others. Let’s stick to this one at this time. Now, contrary to your 
instructions to your salesmen, you went ahead on your own initiative, 
as head of the firm, or one of the partners in the firm and one of the 
stockholders in the corporation for the land you were selling, with 
others in there occupying the same office, and you violated your 
instructions to your salesmen. 

Mr. Rearick. No, sir, I did not. My instructions, and my belief 
and my understanding, was that if an application was approved, the 
loan was made; and if the veteran had a change of circumstances or 
changed his mind he had a right to dispose of the property. And no 
secret was made of any of these transactions whatsoever. The deeds 
were recorded. The lender was notified. And we did not think it 
was wrong, or we would not have done it. 

Mr. Suaurorp. Doesn’t it boil down to this fact, Mr. Rearick; 
that you sent the salesman out, and if he could keep the borrower’s 
mouth closed or tell him that he had to express the desire to live in 
the property, that was all that was necessary, and that later, between 
that time when he signed his contract and the time you bought the 
property, he could have a change of mind? 

l Mr. Rearicx. No, sir. It does not. 
Mr. Suurorp. Isn’t that the effect in this Aguilar sale? 

Mr. Rearick. No, sir. 

Mr. SuHurorp. Well, why did you go ahead and buy this piece of 
property? 

Mr. Rearick. Sir, if we were propositioning the veteran Aguilar 
to have sold his GI rights, do you think he would have just given it 
to us? He gave us $200. We bought it back for what he had in 
the property. 

Mr. Suurorp. He didn’t have but $200 on the property. 

} Mr. Rearickx. He made no profit on the transaction. 
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Mr. Suurorp. You made a profit. 

Mr. Rearick. Yes, I did. How could that be bribery, sir? 

Mr. Suurorp. How could it be what? 

Mr. Rearick. How could I be advising someone, or how could the 
veteran even be interested in making a transaction of that kind? 

Mr. Saurorp. I don’t know all your ramifications, Mr. Rearick. 
But I do know this, that contrary to your instructions to your sales- 
men, and contrary to the VA law, you engaged in the purchase of this 
property for your own benefit and apparently for no benefit at all 
for the veteran. 

Mr. Rearick. Sir, it was not my understanding of the VA law, 
and my instructions to my salesmen were that if a man made an 
application in good faith and his loan was approved, he had the right 
to do what he wanted to do with that property. 

Mr. Suurorp. Let me ask you one question, here: Who appraised 
this Aguilar property? 

Mr. Rearick. I don’t have any idea, sir. 

Mr. Suurorp. Is there any way we can find out? 

Mr. Rearick. I am sure that information is available through the 
Veterans’ Administration 

Mr. Suurorp. Of these cases here, how many were appraised by 
Mr. Swain or Mr. Weems? 

Mr. Reartck. I don’t have any idea, sir 

Mr. Suurorp. It never occurred to you to find out how many 
appraisals were made by those gentlemen in your office? 

Mr. Rearicx. No, sir. 

Srarr Direcror. Mr. Rearick, do you have a copy of the Lenders 
Handbook in your office? 

Mr. Rearick. No, sir. 

Srarr Director. Do you mean that you have operated under this 
Veterans’ Administration program and have closed over 3,000 loans, 
and that your firm does not have a copy of the Lenders Handbook 
furnished by the Veterans’ Administration? 

Mr. Rearicx. After the VA investigation came about, and after I 
appeared before a grand jury, I requested that I be put on the lenders’ 
list to receive lenders’ letters, and to that date the first thing that I 
have seen from the Veterans’ Administration regional office in Lub- 
bock saying that the type transactions that we had been handling were 
wrong, is dated April 4, 1955. 

Srarr Drrecror. You dealt in this program for 3 years and did not 
assume that it was your responsibility to obtain the basic regulations 
and did not have a copy of the Lenders’ Handbook? 

Mr. Rearicx. I did not. 

Srarr Director. Did you have a copy of the law? 

Mr. Rearick. No, sir; I did not have a copy of the law. 

Srarr Director. Are we to assume, then, that we are proceeding 
on ignorance of the law? That you just did not know what the law 
said; that you had not obtained or no one in your firm had bothered 
to obtain the Lenders’ Handbook, which is the basic regulations for 
real-estate operators dealing with the Veterans’ Administration? 

Mr. Reartck. I certainly did not know what I was doing anything 
wrong. I notified the lenders. I did not hide anything. The deeds 
were recorded for record. In fact, I have letters from lenders written 
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to me acknowledging that I am the owner of the property, before the 
deed to me was ever recorded. 

SrarF Direcror. Yesterday, Mr. Rearick, I read to you that a 
loan under this law can be guaranteed only when the home is to be 
occupied by the veteran, or the property is to be occupied by the 
veteran as his home. In this Lenders Handbook, which is an expla- 
nation of the regulations and the law, provided by the Veterans’ 
Administration, for lenders and real-estate operators, section 3032 
says 

A loan for the purchase of residential property for investment purposes is not 
eligible for guaranty or insurance as a home loan. 
? 


It goes further, then, in another section, and defines the word “home’ 
as a place of residence. 
You are telling us that you did not have a copy of the law that you 
operated under for 3 years; and yesterday you said that your firm 
did not have a copy of the law, did not have a copy of the Lenders 
Handbook, and that sometime in 1953 or 1954, after these cases came 
under investigation, you asked to be placed on the list for publications 
from the Veterans’ Administration. 
Is that your testimony now? 
Mr. Rearick. Yes, sir. 
Mr. Stsk. Would the gentleman yield? If it is permissible, I 
would like to make a suggestion. 
I am not a member of this committee, but it seems to me that 
counsel might inquire as to the background of this gentleman. I am 
becoming increasingly curious about a man who has gone into the 
real-estate business and apparently now is coming here pleading 
ignorance of the law without any efforts to determine what the 
veterans’ law is. And yet that was possibly the most important 
thing in his operation. I was wondering if testimony was brought 
out yesterday as to what his background is or what business he was 
in prior to this. 
Mr. Epmonpson. I think the chairman can answer that, that there 
was an introductory statement dealing with his starting in business 
in 1946, as a two-man partnership, and thereafter developing the 
business into a series of corporations in the housing and housing 
development business. 
I think the testimony was that your experience began in 1946. 
Mr. Rearicx. That is correct, sir; when I got out of the Army. 
Mr. Sisk. I was just wondering what kind of business the gentle- 
man was in prior to his experience in the real-estate business. 
Mr. Rearick. I spent 4 years in the Army, sir, and prior to that, 
I worked for the Standard Oil Co. of Texas for 7 years. 
Mr. Epmonpson. I wonder if I could direct the witness’ attention 
now to case No. 1006. 
Mr. Rearick. Sir, I never did get a chance to answer as to the 
Lucero 
Mr. Epmonpson. If you have a further statement on the Lucero 
case, then, if you would like to make it you may proceed. 
Mr. Rearicxk. Also on this question that we were on, sir, I have 
letters from the heads of the title companies in E] Paso, who were 
people who were seeing the same papers in closing VA loans that I 
saw, and also from mortgage company people in El Paso, verifying 
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their understanding as I understood it. Plus that, I have a letter 
from Mr. Zuendt of the Home Mortgage Co., saying that he discussed 
this situation with Mr. Harvin who was formerly the head of the 
loan guaranty section in Lubbock, Tex., and that he stated that 
once a loan was approved, that was it. 

Mr. Epmonpson. In other words, it was your belief, then, that the 
actual closing of the loan and the actual signing of the deeds were 
mere formalities, and that the transaction actually was closed when 
the VA had approved the application for the loan. That was your 
belief? 

Mr. Rearickx. My belief was that when the application was ap- 
proved and all the conditions of the contract had been met, and 
because the conditions of that contract had been met, the man was 
obligated to perform under the contract, and that he had that right; 
yes, sir. 

Mr. Epmonpson. Did your attorney advise you that the approval 
of his application for the loan closed the transaction from the stand- 
point of compliance with the law regarding intent to occupy at the 
time the loan was actually made? 

Mr. Reartck. | have a letter from an attorney that advised me 
that once the application was approved, if it was made in good faith, 
it was all right to go ahead and close the transaction. 

Mr. Epmonpson. Now, that is a pretty important statement that 
you have just made there; that once the application was approved, 
if it was made in good faitb, it was all right to go ahead and close. 
the loan. 

(Representative Christopher entered the hearing room at this 
point.) 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. Now, assuming these instances which reports have 
been made on, I mean considering particularly these instances where 
reports have been made that it became apparent, before the loan 
was actually closed and the deed was delivered, that the veteran did 
not intend to occupy, was it your feeling that there was still sufficient 
good faith in the entire transaction to go ahead and close the loan? 

Mr. Rearicx. Certainly, sir. 

Mr. Epmonpson. And make the deed? 

Mr. Rearick. Yes, sir. 

Starr Director. But is it not a fact that in these cases such as the 
Aguilar case and the Lucero case, at one sitting you had taken some 
sort of earnest money deposit and possibly signed some sort of con- 
tract with these veterans, but so far as the Veterans’ Administration 
was concerned in most of these cases we are discussing, including the 
Aguilar case and the Lucero case, in one sitting the formal application 
for loan guaranty was made, under your supervision, in your office? 
And that at one sitting you actually closed the loan and transferred 
the property right then and there at the same time? There could be 
no question in your mind that the veteran had any intent whatsoever 
to occupy the house as a home. 

Mr. Rearick. Sir, I think you will find out that in no case did we 
have anything to do with the application for loan guaranty. It did not 
accompany the papers. We did not sign. We did not handle it. 

Starr Director. But isn’t it true that the closing of the loan, the 
signing of the pertinent paper to close the loan and convey the property 
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to the veteran took place, in most of these cases, at the same sitting 
and immediately following the signing of those papers transferring 
the paper in the veteran’s name, and he immediately signed the papers 
and conveyed the property to you? 

Mr. Rearick. Yes, sir. And there was nothing in there whatso- 
ever that restricted the sale of that property. 

Srarr Drrecror. It is not a question of restriction. It is a ques- 
tion that when the actual official act took place of the veteran assum- 
ing title to that property, there could be no question in his mind or 
in your mind that there was any intent to occupy, since the signing 
took place at the same day or at the same time. 

Mr. Rearicx. That has never been denied, sir. 

Mr. Epmonpson. I wonder if we could move on now to this 1006. 

Mr. Rearick. Sir, I never did get to my answer on the Lucero deal. 

Mr. EpMonpson. How much time do you think it will take you to 
complete your statement on the Lucero deal? We will just listen to 
vou until you complete it, then. 

Mr. Rearick. I would like to point out that this happened some 
time in August of 1951. 

Now, I have three statements from veterans, who propositioned 
either my partner or someone in our organization, to sell their GI 
rights. And they were turned down. I have one here signed by Bill 
Baker, who is a man who works for the Newspaper Printing Corp. 

Mr. Epmonpson. Mr. Rearick, if these amount to just a general 
answer on the question of purchase of entitlements, there are several 
other cases we would like to discuss specifically with you before we 
hear your general answer on that subject. If you have anything relat- 
ing directly to the Lucero transaction itself, we would be glad to hear 
you further on that. But we would like to take up these other cases. 

Mr. Rearick. Suffice it to say, then, sir, that I have statements from 
three veterans that did proposition one of us in our organization to sell 
their GI entitlement, and that they were turned down, and that we 
have it in writing from them. 

Mr. Epmonpson. If you would like to put those statements in the 
record, we will accept them for the record at this time. 

Mr. Suurorp. Mr. Chairman, there is just 1 question, maybe 2, 
that I have on the Lucero case. 

I believe, Mr. Rearick, that you testified that you knew also, in that 
case, that it was not to be occupied by the veteran as a home. 

Mr. Rearick. Only at the time it was closed, sir, and | certainly 
never knew that he made a false application, which he says he did do. 

Mr. Suurorp. I believe you said yesterday that this statement by 
the investigator was correct: 


















The veteran and his wife signed certain papers with the understanding that they 
were buying their house and reselling. 
Mr. Rearick. I think that is correct, sir. I don’t actually re- 
member that. 
Mr. Suurorp. So that when they actually signed the papers, it was 
done with the understanding that they were to resell the house and 
not occupy it, which was a violation of the VA law, the United States 
Cc ode, 
Mr. Rearick. Sir, there is a big difference in what papers we are 
talking about. A man signs an earnest money contract. Then he 
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makes application for hisloan. And then later on, the final papers are 
prepared. 

Mr. Suurorp. Thatisright. After they had completed signing the 
papers, the veteran received a check drawn on DeWitt & Rearick 
account. 

Now, then, this veteran, and your salesman, one occupying your 
office, took his contract for the purchase of this piece of property 
knowing that he was not to occupy it as a home, and you came along 
later, representing DeWitt & Rearick, and purchased this piece of 
property from him at the time knowing that he was not to occupy it 
as a dwelling house himself. 

Mr. Rearicx. At the time that I purchased it? Yes, sir, that is 
correct. 

Mr. Suurorp. When you purchased it, you knew that. 

Mr. Rearick. That is correct. 

Mr. Epmonpson. Counsel will read a summary of the information 
in our files on the Chambers case, 1006. 

Starr Director. Mr. Rearick, this is the property located at 
8752 Riverside Loop, lot 11, Gates addition. 

Daniel Vandersall, a salesman for DeWitt & Rearick, contacted the veteran in 
an attempt to get him to purchase a home using his GI loan and then resell it to 
DeWitt & Rearick. The veteran agreed to sign, for $200, and signed a contract 
for purchase. An earnest money receipt was executed showing that the veteran 
has paid $100 as an earnest money deposit. The loan was closed in the veteran’s 
name on December 13, 1950, and on December 14, 1950, a deed of trust was 


executed to the Mortgage Investment Co. and a warranty deed to Harry O. 
Rearick. 


There is some question as to whether the veteran paid any money at 


all. 


The veteran received a check from DeWitt & Rearick in the amount of $200, 
as promised him. On January 5, 1951, 16 days after the veteran had executed 
the deed of trust to the Mortgage Investment Co. and a warranty deed to Rearick, 
the Veterans’ Administration Form 1876 was executed showing that the veteran 
was the purchaser of the property. 

Now, who assumed the initiative in this transaction, Mr. Rearick? 

Mr. Rearick. Well, this is a case of course that I have no personal 
recollection of. However, I have gathered considerable information 
on most of these cases since the investigation came about. 

I know that from a statement that the veteran made to an attorney, 
which he did not sign, he says that he was approached by Mr. Vander- 
sall on the sale of his GI rights, that he had no intention of living in 
the property, that he never even saw the property. He also says in 
here the only person he spoke to regarding this matter was Mr. 
Vandersall, that he did not speak or have any negotiations with 
Harry O. Rearick or Pat DeWitt. 

Now, this is information I have gathered since the investigation 
came about. 

I also notice that the check had been cashed by Lane’s Grocery 
& Market. 

Srarr Drrecror. What check are you referring to? Will you 
identify the check? 

Mr. Rearick. Yes, sir. The $200 check that Mr. Chambers and 
his wife received. 

Starr Director. From whom? 

Mr. Rearickx. From DeWitt & Rearick. 


1128 HOUSING IRREGULARITIES IN EL PASO, TEX. 





are 


‘the 
rick 


your 
erty 
long 
e of 
yy it 


at is 


tion 


1 at 


‘an in 
it to 
itract 
teran 
‘ran’s 
t was 
ry O. 


ov at 


$200, 
cuted 
arick, 
-teran 


rick? 


sonal 
ation 


mey, 
nder- 
ng in 
ys in 
, Mr. 


with 
ration 
‘ocery 
| you 


s and 





HOUSING IRREGULARITIES IN EL PASO, TEX. 


Srarr Drirecror. Signed by whom? 
Mr. Rearick. Signed by Harry O. Rearick. 
SraFF Director. What date? 
Mr. Rearickx. That is December 29, 1950. 
Starr Director. What is the significance of that? We have made 
the point that they received $200 from you; that they may have put 
up $100 earnest money; that they received an additional profit for 
their participation in this transaction. You gave them, or your 
firm gave them, a check for $200. And as you point out there, it was 
cashed by some grocery company. 
Now, what point are you making, Mr. Rearick? 
Mr. Rearick. Well, the only point I am trying to make there is 
that Mr. Lane signed a statement in here in which he says that 
Chambers was in the market for a house. Now, whether he was or 
not, I don’t know. 
Mr. Epmonpson. Do you records indicate whether any earnest 
money was paid on this? 
Mr. Rearick. There was no cash earnest money, sir, or we would 
have shown it. We reported to the lender, ‘‘Earnest money, none.” 
Mr. Epmonpson. Do your records show the issuance of a receipt 
for $100 earnest money? 
Mr. Rearick. Yes, sir. A contract. And we had a note or a 
check or something, I am sure. 
Mr. Epmonpson. But you have no indication in your files of whether 
it was a note or a check or cash? 
Mr. Rearicx. No, sir, I do not. We don’t ever pick up anything 
in our books until it is cashed. 
SraFF Direcror. Mr. Rearick, a sworn statement by the veteran 
states as follows. This statement is dated November 17, 1953. 
But I did not pay any money to the Mortgage Investment Co., nor to any other 
firm or agent at that time or later in connection with buying the property. 































So it would appear, according to the veteran’s statement, that no 
money was paid, but he did subsequently receive a $200 check from 
DeWitt & Rearick for his participation in this transaction. 
Now, is it not rather obvious that you were paying out money for 
some sort of consideration here? 
Mr. Rearick. As far as I was concerned, the man was transferred, 
and he bought a house. There is one thing, sir, about the records, 
which, in the hearing with the VA investigators, [ did not have the 
information available on, as to when these acknowledgments were 
taken. And it says in there that he took this acknowledgment on 
December 14th. I think if you will check there, sir, you will find that 
his acknowledgment was taken in Val Verde County, Tex., on De- 
cember the 28th, and his wife’s acknowledgment was taken in E] 
Paso on December the 14th. 
As far as I knew about the transaction, as well as I can reconstruct 
it from the file, without having any personal knowledge, the man was 
transferred and desired to sell his house. 
Mr. Epmonpson. Is this Dan Vandersall still a salesman with your 
firm? 
Mr. Rearick. Yes, sir, and he denies what Mr. Chambers said, 
and he voluntarily appeared before the grand jury. 
Mr. EpMonpson. He denies that he approached this man to suggest 
that he sell his GI entitlement? 
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Mr. Rearick. Yes, sir. He says that Mr. Lane told him that the 
man was in the market for a house. And of course we have this little 
notation here from Mr. Lane concerning that. And that he ap- 
proached him about buying a house, and that as far as he was con- 
cerned, that was the type of transaction it was. And I don’t know. 

Mr. EpmMonpson. Does he deny that this veteran never saw the 
house in question? 

Mr. Rearickx. Well, I didn’t go into that with him too much. 
Let’s see. 

I have been associated with DeWitt & Rearick— 

This is Dan Vandersall— 


as a salesman and office manager for over 5 years. 

During this time I have been very familiar with company policy. I have at- 
tended many staff meetings where policy was formed. It was my job in our sales 
training program to teach this company policy to new salesmen. Consequently, 


I can say I know of no instance where the company or its representatives ever 
offered to buy a GI’s rights. 


People have come into our office to inquire if the could sell their GI rights. 
They were told that they could not. 

I heard that a Mr. Chambers who bought a home from me made a statement 
that I approached him about selling his GI rights. As far as I am concerned, 
Mr. Chambers bought that house to live in and then changed his mind and the 
company bought the home from him. I am the only one who had any dealings 
with Mr. Chambers in the transaction. 


Dan VANDERSALL. 


Sir, I would like to point out one thing. So far as I have been able to 
determine, in over 2,000 cases that the Veterans’ Administration 
investigated, they found three veterans that said that at the time they 
made the application they did not intend to occupy the house. That 
was Lucero, Chambers, and Taylor, so far as I know that. Two of 
the salesmen deny it. The only salesman that says we knew about it, 
and he says he told one of us, and then he doesn’t remember which 
one he told, is in the Lucero case. Out of all these transactions, I 
only know of three that said that. There may be more. I don’t 
know. But that is all I could ever find. 

Srarr Director. The record shows that although there were only 
3, as you have summarized, here, you were a party to 38 separate 
transactions where you assisted the veteran in closing a loan, actually 
officially associating bimself with his loan, using his entitlements, the 
transactions, that resulted in the disbursement of the money, when 
you knew and he knew that he was not going to occupy the house 
as a home. 

Mr. Rearick. Sir, you made a reference there about the Lenders 
Handbook. I certainly kept 

Srarr Director. I am not talking about the Lenders Handbook, 
Mr. Rearick. I have asked you to affirm or deny that you associated 
yourself, you and your firm, with 38 properties where you knew and 
the veteran knew, at the time the loan was actually being disbursed 
and closed that the veteran did not intend to occupy the property 
as a home. Both you knew it and the veteran knew it. 

Mr. Rearicxk. And the lender knew it. 

Starr Director. I am not asking whether the lender knew it. 
I am asking you to affirm or deny that as a correct statement. 

Mr. Rearick. At the time that the veteran closed the loan, I did 
know that he did not attempt to occupy, sir. 
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Starr Director. And you are trying to attach some unusual 
significance to the fact that in some of these instances somewhere 
along the line the veteran possibly did have or probably did have in 
some cases a real bona fide intent to purchase a home. And you are 
saying that because he put down some earnest money and signed some 
sort of a contract with you, that cleared you and cleared him all the 
way through in the transaction to go ahead and ultimately consum- 
mate a transaction which was in violation of the law. 

Mr. Rearick. Sir, the Veterans’ Administration Deputy Admin- 
istrator, Mr. Ralph H. Stone, says—let me just read the letter. 

SraFr Director. Identify it. Tell us what it is. 

Mr. Rearick. It is signed by Ralph H. Stone, Deputy Adminis- 
trator, Veterans’ Administration, Washington, D. C., dated January 
21, 1954. 

Srarr Director. And addressed to whom? 

Mr. Rearicx. Mr. Ellis O. Mayfield, attorney at law, who repre- 
sents the El Paso Home Builders Association. 

Dear Mr. MayrieE.p: This is in reference to your letter of January 15, 1954, 
which was addressed to Mr. Hathaway. 

Although it is the aim of the Veterans’ Administration to lend every reasonable 
assistance to participants in the loan guaranty program, it is not advisable for us 
to undertake to render opinions on hypothetical situations in either the instance 
of your recent request or any other of similar nature. 

Please understand, however, that any opinions or rulings by this agency which 
you or your clients consider necessary to the conclusion of any particular case may 
be obtained through our regional office in Lubbock by the submission of the case 
and full factual data describing the situation to that office. 


Now, we did rely on those people. 

Starr Director. Just a minute, Mr. Rearick. Then are yousaying 
that you submitted these cases individually to the Lubbock Regional 
Office and secured their prior approval to go ahead with these trans- 
actions as they were ultimately closed? 

Mr. Rearick. No, sir. 

Starr Director. The answer is “No,” that you did not submit 
them? 

Mr. Rearick. Individually? 

Srarr Drrecror. Individually. 

Mr. Rearicx. No, sir. 

SrarF Director. Or collectively, as a policy? 

Mr. Rearicx. As a policy, I think I can pretty well show the 
understanding. 

Srarr Director. It is not a question of pretty well showing, Mr. 
Rearick. Did you submit them, either individually or collectively as 
a policy and secure approval from the Lubbock Regional Office? 

Mr. Rearick. I have one case that was submitted to the Lubbock 
office. 

Srarr Director. Did you secure approval to make an immediate 
transfer without intent to occupy on the part of the veteran, from 
the Lubbock Regional Office in that case? 

Mr. Rearick. It was the latter case, in which the veteran had up 
his money to close, all of his money—in fact, he had a refund coming 
if he closed. He changed his mind. First he contacted the Veterans’ 
Administration. Then he went to the lending agency. They called 
me, and I went down and talked to him. 

SrarF Director. Who called you? 
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Mr. Rearicx. The lending agency. I went down and talked to 
him. And he said that he was not going to be able to reside in the 
house and he wanted out of the transaction. And he said that he 
also might have to resign his job that he had, and if so, why, he 
wouldn’t be able to make the payments. 

And so we called Mr. Bethel, the loan guaranty officer, in Lubbock, 
Tex. We called Mr. Bethel in the loan guaranty sec tion in Lubbock, 
Tex., and with the veteran, Latta, myself, and Mr. Payne, on a 
conference phone, and the veteran related the entire situation to the 
loan guaranty office. And he refused to release him from the contract, 
even ‘though ‘the veteran informed him, according to Mr. Payne—and 
let me read you part of his statement, here, which the VA already has. 
Mr. Payne is the vice president of the Mortgage Investment Co 

I particularly asked Mr. Bethel if the loan would be endorsed for guaranty if we 
proceeded to close it, with the knowledge that the veteran’s physical condition 
might require his giving up his part-time employment, in which event he could 
not continue to make the payments, and it might be that he would learn that 
early enough to prevent his moving from Alamagordo and occupying the property 
and probably immediately disposing of it. Mr. Bethel assured me, which I am 
sure will be confirmed by Mr. Rearick and Mr. Latta, who listened to the conversa- 
tion, that the loan would be endorsed for guaranty if we proceeded to close it. 


Now, I was the one that insisted that they call, on this particular 
transaction. And I have the check here. 

Starr Drrector. I have heard nothing there saying that Mr. 
Bethel was advised that the veteran did not intend to occupy the 
house asa home. You read nothing there that said that Mr. Bethel 
was specifically told that the veteran, although he was on a contract 
to purchase, did not intend to occupy the house as a home, that he 
was going to immediately convey it to you, that he had no intention 
whatever to occupy it as a home, and that Mr. Bethel acknowledged 
or said that as far as he was concerned it was all right. 

Mr. Rearick. Well, no. This was a 19-minute telephone conversa- 
tion, with the veteran doing a big part of the talking. 

Starr Direcror. Then Mr. Bethel did not tell you or Mr. Payne 
or the veteran that he should close a transaction and he could obtain 
guaranty on a property which he specifically did not intend to occupy 
as his home, then, did he? 

Mr. Rearicx. Mr. Bethel was certainly told by the veteran that 
he could not 

Srarr Director. I am not asking you now what Mr. Bethel was 
told by the veteran. J am asking you whether Mr. Bethel specifically 
told the veteran, Mr. Payne, or you, that the Veterans’ Administration 
would guarantee a loan which the veteran at that time was saying 
involved a property which he did not intend to occupy as his home. 
Did that happen, or not, Mr. Rearick? 

Mr. Rearicx. Let me read—— 

Starr Direcror. Mr. Rearick, there is no use to keep reading 
these statements unless we are going to get down to the specifics. 
Now, it it your contention that Mr. Bethel specifically endorsed a 
plan which would allow a veteran to close a loan on a home that he 
did not intend to occupy? Now, is that what you are saying here? 

Mr. Rearick. The veteran told him he couldn’t use the home. 

Srarr Director. He told him he did not intend to occupy it? 

Mr. Rearick. He said, “‘I can’t use the home.”’ 
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Starr Direcror. Did he tell him he did not intend to occupy the 
home at all, even initially? Now, you made reference there to the 
fact that he might not be able to make the payments at some later 
date, implying that he might get in the house, but could not continue 
to occupy it. 

Mr. Rearicx. He told him he was going to continue to live in 
his trailer. 

SrarF Direcror. And that he had no intention of occupying 
the home? 

Mr. Rearicx. Whether he specifically said, ‘I have no intention 
of ever occupying that house,”’ or not, I can’t say. 

Mr. Epmonpson. You do believe, do you, that Mr. Bethel approved 
the closing of this transaction with knowle dge on Mr. Bethel’s part 
that the veteran was not going to occupy the house as a home? 
Do you believe that, or not? ? 

Mr. Rearicx. Yes, sir. That it was extremely doubtful whether 
the veteran would ever occupy the home. And he wanted his earnest 
money back, which we had refused to give him back. And I called 
and paid for a telephone call to Mr. Bethel and put the veteran on 
the phone. 

Srarr Director. About what time did this transaction occur? 

Mr. Rearick. This occurred on October the 20th, 1953, just 2 days 
before I knew that the VA investigation was underway. 

Starr Dtirecror. In other words, finally, Mr. Rearick, after 
consummating 38 or 40 of these transactions, you did get around to 
making an informal telephone check on this particular case. You 
did not check any of the other 38 cases with the Lubbock regional 
office and secure prior approval of those, did you? 

Did you check them, or not, Mr. Rearick? 

Mr. Rearick. No, sir, I don’t think so. I have another case that 
the veteran himself checked, Mr. Harris, also in the Loan Guaranty 
Section. And he turned him down. 

SraFF Direcror. You did not check any of the 38 cases yourself, 
but in 1953, when this matter 2 days later was to come under investi- 
cation, you were a party to this one being checked, and paid for the 
telephone call? 

Mr. Rearick. That is right. 

Mr. Weaver. Mr. Rearick, if I may ask vou a question: What 
prompted the attorney to write to the Veterans’ Administration and 
seek advice—the letter that you referred to? What prompted that 
letter to be written? 

Mr. Rearick. Oh, this investigation, by the Home Builders 
Association. They were very concerned with what had happened 
there in El] Paso, which was not the general understanding in the 
community, believe me, which can be proven, gentlemen, if you would 
vo there. 

Mr. Weaver. Do you not feel, in view of the answer that Mr. 
Stone made back through the letter, if it had been your intention 
to follow the meaning of the law you would have contacted the Lub- 
bock office? 

Mr. Rearick. Sir, this letter happened after the investigation. 

Mr. Weaver. In view of what Mr. Stone wrote back, do you not 
think that if it had been your intention to comply with the meaning 
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of the law, in view of these circumstances, that you would have 
contacted the Lubbock office? 

Mr. Rearick. Sir, we have contacted the Lubbock office. 

Mr. Weaver. Either yes or no, on that point. 

Mr. Rearicx. You mean on individual cases? 

Mr. Weaver. On that question. 

Mr. Rearticx. I had legal advice which I considered was com- 
petent, and I relied on it. 

Mr. Weaver. What was your legal advice, in view of the letter 
that Mr. Stone had written back? 

Mr. Epmonpson. While you are looking for that legal advice—— 

Mr. Reartck. I have it here. 

Mr. Epmonpson. Oh, you have it? Go ahead. 

Mr. Rearicxk. This is a letter dated January 29, 1954, from 
Walshe & Newman, attorneys at law, signed by R. Neill Walshe. 
It is addressed to Mr. W. C. Peticolas, who is my attorney, here, 
attorney at law, El Paso National Bank Building. 

Dear Srr: When the first veterans’ loans were being closed here in El Paso, 
I was the attorney for the Pioneer Abstract & Guarantee Title Co. and from time 
time advised with and consulted Harry O. Rearick of DeWitt & Rearick. I 

‘an well recall when Mr. Rearick first asked me about a situation where a veteran 
had put up earnest money, signed an earnest money contract, and then had been 
transferred by his company to another city and wished to seli his interest in the 
property, after the approval by the Veterans’ Administration prior to the closing 
of the transaction. 

I gave the matter such study as I thought was necessary and advised Mr. 
Rearick in that case and upon occasions thereafter, that it was my opinion that 
such a transaction was legal and for the matter that Congress probably intended 
that the veteran not lose such a thing as earnest money when he in good faith 
bought and intended to buy the house and obtain the loan. Mr. Rearick on occa- 
sions thereafter, from time to time discussed particular cases all of which grew 
out of a fact situation where the veteran had obligated himself in good faith, to 
purchase and thereafter, either because his wife changed her mind, or some other 
such reason, was unable to go through with the transaction. 

I have never known of a case where, after commitment, a Veterans’ Adminis- 
tration released the veteran, and I also know that Mr. Rearick was acting in com- 
plete good faith and under my general advices, as well as yours. Had Mr. Rearick 
taken any other course, in many cases the veteran would have lost the earnest 
money which he deposited when the builder forfeited his contract. 

And the rest of it says I am a good, nice, honest boy. 

Mr. CuristopHEer. What is the date of the letter the gentleman 
has just read? 

Mr. Epmonpson. He said January 1954. 

Mr. Rearick. January 29, 1954. 

Mr. CuristopHer. Well, what was the date that this investigation 
was started? 

Mr. Rearicx. To the best of my knowledge, sir, I knew about 
it on, I think, October 22, 1953. 

Mr. CristopHer. Well, then this letter was written after the in- 
vestigation was begun. 

Mr. Rearick. Yes, sir. 

Mr. CuristTiopHer. That is the point I wanted to make. 

Srarr Directior. Mr. Rearick, you have just testified that 
did, in 1953, 2 days before this investigation got underway, Pied 
case with Mr. Bethel. I presume that is Mr. Milligan Bethel of the 
loan guaranty office in Lubbock, Veterans’ Administration regional 
office. 





% «@wa 





aave 


:om- 
stter 


from 
Ishe. 
here, 


Paso, 
time 
a. td 
teran 
been 
n the 
osing 


| Mr. 
that 
onded 
faith 
occa- 
grew 
th, to 
other 


ninis- 

com- 
sarick 
irnest 


man 


ution 


bout 


e in- 


you 
ck a 
f the 
ional 


HOUSING IRREGULARITIES IN EL PASO, TEX. 1133 


Mr. Rearicx. Yes, sir. 

Starr Director. Now, Mr. Bethel was contacted concerning this 
allegation of yours that he was consulted by telephone and gave 
approval of this transaction. A sworn statement was taken from you 
on January 5, 1954. And here is the pertinent part relating to the 
conversation, relating to the case in question: 

The veteran was informed near the beginning of this telephone conversation, 
while Mr. Payne was listening on the extension, that if he did not expect to occupy 
the property as his home, the loan would not be eligible for guaranty. 

That would appear to be in direct contradiction to the summary of 
the telephone conversation which you have presented here. 

Mr. EpmMonpson. May I ask, on that point, Mr. Rearick: Were you 
on an extension of the phone while the veteran was talking to him? 

Mr. Rearick. Yes, sir; I was. 

Mr. Epmonpson. Did you hear any such advice given to the veteran? 

Mr. Rearick. I did not, sir. 

Mr. Epmonpson. And you listened throughout the veteran’s con- 
versation with Mr. Bethel? 

Mr. Rearicx. I did. 

Further than that, sir, here is something that might help a little bit, 
here. You see, I brought this case to the veteran investigator’s 
attention. This is not one they picked up. I called this to their 
attention. And I said this, just before the investigation started, to 
show how these men have been acting. So they tell me that Mr. 
Bethel had a memorandum in his file that he made right after this 
telephone conversation. I called Mr. Bethel back that same day 
about that same transaction, and have a telephone company letter 
here, which says that I called him on his extension up there; that it 
was a 9-minute conversation. And I called Mr. Bethel back, because 
this point did come up in the transaction. I asked Mr. Bethel: 
“The man obviously doesn’t want the house, and he wants out. Do 
you object if I buy the house from him, due to the fact that we have 
had this big hassle over it?’ 

And he said, ‘‘Well, I don’t think you should, under these circum- 
stances.”’ 

So I called him back, and I have the letter here to prove it, from the 
telephone company, and I asked him what he meant by that. He 
told me, “‘Here is a case of a veteran that has made a lot of complaints 
and conflicting statements, and I just think that you are better off to 
leave one like that alone.” 

And at no time did Mr. Bethel ever tell me that it would have been 
illegal for me to have bought the house. 

Srarr Director. Did he ever tell you, Mr. Rearick, that it would 
have been legal for you to buy the house? 

Mr. Rearick. He just said he thought it was better that I leave 
one like that alone. 

Starr Direcror. He never did, then, confirm or give permission 
or render an opinion that it would be permissible for you to assume 
property obtained by a veteran, when he did not intend to occupy it, 
did he? 

Mr. Rearick. I don’t believe so, no. 

Starr Drrectror. Then I believe we have wasted about 20 or 30 
minutes trying to create the implication that some sort of approval 
was obtained from Mr. Bethel. 
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Mr. Rearicx. This is a VA publication, VA Pamphlet 4-1, issued 
July 1953 by the Washington office of the Veterans’ Administration. 
[t says on page 18: 

May a veteran transfer or sell the property purchased with a GI loan to another 
eTSON: 
inswer. Yes, either to a veteran or a nonveteran. Such transfer does not 
require VA approval. 

SrarF Direcror. There is no question about that, Mr. Rearick, 
and as a matter of fact, there are thousands and thousands of such 
transactions every day by people who enter into a bona fide trans- 
action to purchase a home and at some later time bona fide reasons 
require them to move. There is no question that that transfer can 
be made. There is very definitely a question as to whether a veteran 
or some other party can induce or conspire with the veteran to utilize 
a guaranty for the purchase of a property which he does not intend 
to occupy as a home. 

Mr. Rearick. Sir, here is something I think is very pertinent. 
Remember, we had the Latta case, in which the man would not let 
him off, because he wanted out of the transaction. 

Starr Director. Who would not let who off? 

Mr. Rearicx. The Veterans’ Administration would not let the 
veteran out of the contract. 

Starr Director. Mr. Rearick, the Veterans’ Administration is not 
a party to any contract between a real-estate agent and a veteran 
where there may be earnest money involved. They do not enter as a 
third party into a real-estate transaction of that kind. They have 
no authority to let anyone off. At any point up until the closing 
minute that the veteran signs the final papers closing the loan, the 
veteran can withdraw from one of these transactions so far as the 
Veterans’ Administration is concerned. The Veterans’ Administra- 
tion cannot intercede and cancel your contracts, or any other real- 
estate agent’s contracts, and there is no reason to try to create 
that impression. 

Mr. Rearick. Sir, the point I am trying to make is that they did 
do so. 

Starr Director. They cannot do so legally. 

Mr. Rearick. Well, I have here a letter dated January 7, 1954, 
to the regional Veterans’ Administration, Lubbock, Tex. 

Starr Director. Signed by whom? 

Mr. Rearick. Signed by T. Sgt. Fred W. Huskin. 

In a letter mailed to your office at an earlier date regarding your approval of 
a GI loan for the purpose of purchasing a home, I advised that such letter be dis- 
regarded. The domestic problem no longer exists. I desire that the proper 
authorities be notified of my decision. The decision to purchase the home is 
final. I deeply regret to have been an inconvenience to your office. 

This is dated January 7. And on January 15, the VA did cancel 
this contract and this commitment. That is the point I am trying 
to make, They did do it. 

Starr Director. They did not cancel the contract. 

Mr. Epmonpson. They canceled their approval, is that what you 
mean? 

Mr. Rearick. Yes, sir. But they didn’t do it for Latta. They 
didn’t do it for Atkinson when he first requested it. And it happened 
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right during the investigation. They told him, “Nothing doing.” 
And they did cancel it. 
StaFF Director. They did not cancel a private contract between 
you or any other private real estate agent and a veteran where some 
earnest money may have passed. They may have said to the veteran, 
for many reasons, credit reasons, or ineligibility of one kind or another, 
“We will not guarantee a loan for you.” But they did not cancel a 
contract between you and a veteran where earnest money was in- 
volved, Mr. Rearick. And if you signed such a contract, and if money 
passed between you and the veteran, you are entitled to legal recourse 
under the contract. This committee fully realizes that. And you 
would have been fully within your rights on any of these cases involved 
to have exercised the rights of your contract to collect the earnest 
money involved. 
Mr. Epmonpson. I wonder if the counsel could give us a summary 
of case 1002, the Amis case, at 8734 Riverside Loop. 
SraFF Director. This relates to a veteran by the name of James 
Hayward Amis. 
The veteran entered into an agreement on September 28, 1950, to purchase a 
home to be built on a lot located at 8734 Riverside Loop for $8,350. He made 
an earnest money deposit of of $100. The house was to be constructed by a Mr. 
Howard, a builder. As the construction progressed, the veteran noticed that 
the house was not being built according to the plans and specifications. He 
also noticed that the plaster and colors were not as he had ordered. He became 
disgusted and decided to get out of the deal. He made his dislikes known to the 
builder and to Mr. Earl Stedham, salesman for DeWitt & Rearick. The veteran 
was informed that as far as DeWitt & Rearick were concerned, he had bought 
him a home. Stedham made an offer to the veteran that if he would go through 
with the deal and convey the property back to DeWitt & Rearick, he would be 
paid $500. 
The veteran accepted this offer, and on December 11, 1950, signed all of the 
necessary papers and was given a check from DeWitt & Rearick, signed by 
Harry O. Rearick, for $500. 
On December 13, 1950, the property was conveyed to the veteran and his wife. 
And on December 11, 1950, they executed a deed of trust in favor of the Mortgage 
Investment Co. and also a warranty deed transferring the property to Harry 
O. Rearick. 
There appears to be a question of dates involved here in this 
transaction. 
Mr. Epmonpson. That is what I am curious about on that. 
Starr Director. In other words, it appears, Mr. Rearick, that 
you obtained property from the veteran 2 days before he actually 
took title to the property, from the documents involved. There 
would appear to be a cloud on the title of the property. 
The Mortgage Investment Co. executed the Veterans’ Administration Form 
1876, which is a certification of loan disbursement, on December 14, 1950. It 
will be noted that this is after the transfer of the property to the veteran and 
from the veteran to Rearick. 
The total cost of the property to Rearick was $625.95, including the $500 cash 
to the veteran. On January 10, 1951, Rearick sold the property for $9,800 
The house was originally appraised at $8,350 
with a $850 cash payment, plus a $610 note, at 6 percent interest, and assumption 
of the GI mortgage. The property was sold to John W. Schmuke. 
Now, do you have comments on this transaction, Mr. Rearick? 
We would like to know, first, was the veteran’s contention bona 
fide that the house was not being constructed properly and that he 
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had a bona fide complaint as to the fulfillment of his contract for 
the house? Do you have any personal knowledge of that complaint? 

Mr. Rearicx. I have no personal knowledge of the deal, sir. 
We have thousands of complaints that come up on houses, where the 
builders will go back time after time. They are V<A-inspected. 
The builders even go back beyond that. 

Starr Director. We understand that, Mr. Rearick. 

Mr. Rearick. I have no personal knowledge of it. 

STAFF Direc ror. You have no personal knowledge of the validity 
of this veteran’s complaint? 

Mr. Rearick. No, sir. 

STAFF hone tor. Do you have records on this transaction? Can 
you affirm that the substance of what I read to you is correct: That 
the veteran was paid a check of $500, which represented $400 more 
than his earnest money deposit, the check being signed by you?) Do 
you confirm that? 

Mr. Rearicx. Part of it, sir. I did give him a check for $500. 
However, I show no record of the man ever having cashed any earnest 
money. 

Srarr Director. Having ever cashed any? What do you mean? 

Mr. Rearick. Of us having cashed any earnest money. 

Mr. Weaver. What date was that check given, Mr. Rearick? 

Mr. Rearicx. That was December 11, 1950, sir. 

Starr Director. You have no record of the $100 earnest money 
deposit? 

Mr. Rearick. No, sir. And I show to the lender, ‘Earnest 
money, none,” at the time we reported the earnest money to them. 

Mr. Epmonpson. Do vour records indicate that this man and his 
wife deeded the property to you before they had received their loan 
and before the property had been deeded to them? 

Mr. Rearick. Yes, sir; apparently. You see, all the papers that 
the builder signs are kept at the lending agency, or were kept at the 
lending agency. And we would pick up simply the papers that were 
required to be signed by the veteran at that time, on the final closing 
of the loan. And in this pernecuer case, according to our records 
here, we dated the deed December 11. It was dated December 11 
and acknowledged on December 11. 

Mr. Epmonpson. Then do your records show that on the 19th of 
December the property was actually conveyed to the veteran? 

Mr. Rearick. Yes, sir. 

Mr. Epmonpson. Then you took title to the property from the 
veteran 2 days before the veteran owned the property; did you not? 

Mr. Rearick. Apparently I did. 

Mr. EpmMonpson. What would be your opinion as to the soundness 
of the title? 

Do you think that there is good title to this property now, by the 
present owner? 

Mr. Rearick. | am not a title attorney. 

Mr. Epmonpson. I am asking for your opinion, not if you are a title 
attorney. You have just told us that you deal in many thousands 
of real-estate cases, and must have some passing knowledge of these 
matters. 

Mr. Rearicx. There might be a cloud on it; yes, sir. 
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Mr. SHUFORD. You do 
the estoppel; do you? 
Mr. Rearicx. I don’t k 


not think that would be a case of ceding 


now what that is, sir. 


Mr. Epmonpson. I| think you said 1003 was not one of your cases 


is that right? 
Could we direct attenti 
‘vase that I believe you me 
Mr. Rearick. Yes, sir. 


on to your file 1020, which is the Taylor 
ntioned previously? 


SrarF Direcror. This relates to a veteran by the name of Delbert 


J. Taylor. The address o 
7 


Cates addition. Mr. 
Rearick, contacted the vet 


f the property is 8760 Riverside Drive, lot 
Ivan Hesse, the salesman for DeWitt & 
eran in an attempt to induce him to sell his 


Gl rights. The veteran agreed to sell his GI rights for $350. 

An earnest money receipt in the contract to purchase a home located 
at 8760 Riverside Loop from DeWitt & Rearick for $7,900. The 
receipt shows that the veteran made a deposit of $100 as earnest 
money. The veteran gave a check for this amount, with the under- 
standing that it would not be cashed. The check, however, was 
deposited in the account of DeWitt & Rearick. The veteran then 
went to the Mortgage Investment Co. and made application for a GI 
loan. Later the veteran was informed that the loan was approved, 


and his wife went to the 


offices of DeWitt & Rearick, where they 


signed various papers, with the understanding that he was closing the 


loan and selling the house 
the papers, the veteran re¢ 
for $450. 


to Harry O. Rearick. Upon completion of 
‘eived a check drawn on DeWitt & Rearick 


Now, that would represent return of the $100 earnest money and 
confirmation of the alleged original agreement of sale of entitlement 


for $350. 
On April 14, 1951, Reari 


ick sold the property to Catherine Donnell 


for $9,400, with $1,623.45 cash and the assumption of the _ I Joan. 


The records of Mortgage 


Investment Co., as of December 1. 1950. 


show that the veteran made no deposit as earnest money. On De- 


cember 4, 1950, the Mort 


gage Investment Co. received notice from 


the veteran that the property had been transferred to Rearick. On 


December 12, 1950, the M 
1876, which is the executi 


ortgage Investment Co. executed VA Form 
on of loan disbursement, showing that the 


loan had been closed in the veteran’s name and that he had paid 


$179.60 cash. 


Now, I might point out at this point, Mr. Rearick, that this is 


rather typics al “of your re lat 
There are practically no it 


ionships with the Mortgage Investment Co. 
istances where the records of the Mortgage 


Investment Co. are consistent with your records or other records as 


to the actual amount of ¢ 


ash payment involved. There are practi- 


cally no cases here that agree on the amount of cash or down payment 


on the form certified to th 
Although the Mortgage 
tion that the y liad no know 
in this case, on December 


e Veterans’ Administration. 

Investment Co. contended in this investiga- 

le de e that Rearick was buying the property, 
1950, 1 day prior to the execution of 


VA Form 1876, the apne of loan, they sent a letter to Rearick 
stating that they had been informed that he had purchased the prop- 
erty, and advising Rearick of the payments to be made on this loan. 

In other words, they were dealing with you about the terms of your 


obtaining this property 





1 day before they even got finished with the 
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veteran. So it would appear that they had more than a passing 
knowledge of your general practice of picking up these properties 
with the use of a veteran entitlement. 

Do you want to start out with confirmation of this transaction? 
Did you pay the veteran $450 in this case, Mr. Rearick? 

Mr. Rearick. Yes, sir; I did. 

SraFF Director. Did you believe at the time that he had any 
intent to occupy the house? 

Mr. Rearicx. At which time, sir? 

Starr Drrector. At the time you paid him the $450, at the time 
he conveyed the property to you, was there any question that he 
intended to occupy the house? 

Mr. Rearicx. No, sir. 

Srarr Director. You knew that he was not going to occupy the 
house? 

Mr. Rearick. Yes, sir. I was buying it. 

Starr Director. Can there be any question that this was an 
outright purchase of the veterans’ entitlement, that the veteran was 
profiting by $350 and that you in turn were securing the advantages 
of his VA entitlement to a loan? 

Mr. Rearicx. Well, sir, I assume that that is true now, but I cer- 
tainly did not know it then. 

Starr Director. Well, you just got through saying that you knew 
he had no intention of buying the house as a home. Why did you go 
ahead with the loan? 

Mr. Rearick. But, sir, as we agreed awhile ago, or as it was 
brought out here awhile ago, there are only three veterans that said 
they did not intend to occupy that home when they made application. 
This is one of them. But I had no knowledge of it whatsoever until 
after this investigation came about. 

Starr Director. This case was perpetrated, then, by Mr. Hesse. 
Is that vour testimony? 

Mr. Rearick. Of course, Mr. Hesse denies it. And he also 
appeared before the grand jury voluntarily. 

Mr. Epmonpsown. Is he still with your firm? 

Mr. Rearick. Yes, sir; he is. 

Srarr Director. He denies he entered into any sort of an arrange- 
ment whereby this veteran knew he was going to get $350 and not 
occupy the home? Mr. Hesse denies that? 

Mr. Rearick. That is correct. 

Srarr Director. Of course, that brings us into conflict with the 
sworn testimony of Mr. Delbert J. Taylor. This is from his sworn 
testimony dated November 19, 1953. 

On November 18, 1950, the date being well fixed in my mind because I have 
looked at my private records, a person by the name of Mr. Hesse, a salesman 
for the firm of DeWitt & Rearick, El Paso, Tex., contacted me at my place of 
business and inquired as to whether or not I was a veteran, and if I was had I 
used my GI rights to purchase a home? I replied that I was a veteran, that I 
had not used my GlI-rights bill to purchase a home. And then he made the 
following proposition to me. He then asked me what I would take for my GI 
rights to buy a home, and I replied that I did not know, that I had heard that 
some other boys were getting as high as $500 or more. 

He said, ‘‘I will give you $300,” and I objected, stating that I thought they were 
more than that. And we agreed on the figure of $350. After making this 
agreement, he left my place of business. 
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Now, it would appear from this testimony by Mr. Taylor that it was 
a cold-blooded sale of a veteran’s entitlement; that the veteran knew 
what he was doing; that Mr. Hesse knew what he was doing; and that 
it even got down to the point of “‘How much is it worth?” 

Now, is it your testimony that you understand that Mr. Hesse 
denies this? 

Mr. Rearick. Yes, sir; he denies it. 

Starr Director. What is your testimony on the question of 
whether the Mortgage Investment Co. had full knowledge of the fact 
that you were taking title to the properties in line with the general 
procedure that we have been describing here? Did they know you 
were taking title to these properties under these circumstances, Mr. 
Rearick? 

Mr. Rearick. Yes, sir. I have here a file of letters, plus the various 
dates on which the deeds were recorded to me. These letters are 
signed by various people in the Mortgage Investment Co.—I think 
five different ones. In many cases, for instance, the deed is filed on 
April 17, here. In other words, the deed to me is filed on April 17, and 
on April 12 they write me a letter saying, “Our records indicate the 
first payment will be due’’—and the breakdown of the payment. 

Starr Director. In this instance, Mr. Rearick, they were ap- 
parently advising you of your obligation on the payments before you 
even had title to the property. They knew so much about the transac- 
tion that they were writing a day or two ahead of the time you actually 
owned the property, telling you what your obligation would be. 
How did that come about? 

Mr. Rearick. Well, sir, when I used to handle the closings or had 
anything to do with them, I would take the papers closing the loan 
and also the papers where I was buying the property from the veteran 
all to the lending agency at one time. There was certainly no secret 
made of it between me and the lender. 

STaFF Director. So, then, your testimony would be that there 
could be no doubt that the Mortgage Investment Co. had full knowl- 
edge that you were taking immediate title to properties which had 
been secured by veterans through a guaranteed loan, and that there 
could be no question that those veterans were not occupying or had 
no intent to occupy these houses as homes? 

Mr. Rearick. Well, sir, the Mortgage Investment Co. is a big 
place. [ understand that Mr. Payne denied that he had any knowledge 
of it. However, | have a letter here signed by Mr. Hale, one by 
Mr. Hastie, another by Mr. Hale, another by Mr. Hastie, and one 
by Mr. Bates, and Mrs. Jensen. In fact, I have one right here on 
this Chambers case, that we were talking about. Mr. Hastie, Mr. 
Hastie again, Mr. Bates again. I mean, | have these various letters 
here. I was not hiding anything. 

StaFF Director. And it is your opinion that they could hardly 
have escaped knowing what was going on. 

Mr. Rearick. Some of them knew it; yes, sir. 

Mr. SHurorp. Mr. Rearick, you are a member of the DeWitt, 
Rearick & Dycus Insurance Co. 

Mr. Rearicx. That is correct, sir. 

Mr. Suurorp. Now, in all of these loans, were the houses insured 
by the DeWitt, Rearick & Dycus Insurance do.? 

Mr. Rearick. All that we could get insurance on; yes, sir. 
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Mr. SHuForp. All that you could get the insurance on, you placed 
with that company? 


Mr. Rearick. Yes, sir. 

Mr. Suurorp. And that was in all of these cases here, that you 
placed them with that company, did you not? 

Mr. Rearicx. I am sure that I did. I have not checked them. 

Mr. Saurorp. You are sure you placed all of the insurance with 
this company? 

Mr. Rearick. Yes, sir. 

Mr. Saurorp. Now, then; who is this Mr. Dycus? 

Mr. Rearick. He is our insurance partner, sir. 

Mr. Suurorp. He is your insurance partner? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. And you deal with him continuously and daily, and 
you have for several years? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. When did that start? When did your connection 
with Mr. Dycus start? 

Mr. Rearicx. Well, he was originally a real-estate salesman for us, 
and for a short period of time he had an interest in our real-estate 
agency. 

Mr. SHUFORD. Does he still have an interest in your real-estate 
agence y? 

Mr. Rearicx. No, sir. 

Mr. Suurorp. When did he give that up? 

Mr. Rearickx. Oh, about 1948. And then we started our insurance 
agency. 

Mr. Suurorp. Is he in your office? 

Mr. Rearick. He is in our downtown office; yes, sir. 

Mr. Sxurorp. And you are in the downtown office, are you not? 

Mr. Rearick. That is correct, sir. 

Mr. Suurorp. And both of you occupy the same room? 

Mr. Rearick. We are in the same office, ves, sir. 

Mr. Suurorp. In the same office. Now, Mr. Dycus is also a 
member of the Mortgage Investment Co., isn’t he? 

Mr. Rearicx. No, sir. 

Mr. Sxurorp. Doesn’t he have an interest in it? 

Mr. Reartck. Mr. Dycus? 

Mr. Sxurorp. Doesn’t Mr. Dycus have an interest in the mortgage 
company? 

Mr. Rearick. I am sure that he doesn’t, sir. 

Mr. Suurorp. Well, will you swear that he hasn’t? The Mort- 
gage Investment Co., Inc.? Will you swear that he has no interest 
in that company? 

Mr. Rearick. I will swear that he has no interest in that company 
that I know of. 

Mr. Suurorp. Have you ever seen him over there? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. I mean transacting any business over there on 
behalf of the company? 

Mr. Rearick. Insurance business for DeWitt, Rearick & Dycus. 

Mr. Sxurorp. But as far as you know, he has absolutely no interest 
in the mortgage company? 

Mr. Rearick. In the Mortgage Investment Co.? 
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aced |] Mr. Suvurorp. In the Mortgage Investment Co., Ine. 
Mr. Rearick. That is correct, sir. 
’ Mr. Suurorp. You don’t know that he has a 25-percent interest 
you @ in it? 
Mr. Rearick. Sir, I am sure that that is wrong. 























hem. , Mr. Saurorp. Well, what interest do you think it could be? 


with | Mr. Rearick. I don’t think he has any interest in it. 
Mr. SHurorp. You don’t think he has any interest in it? 

Mr. Rearick. None whatsoever. 

Mr. Suurorp. And you are positive that as far as you know, you 
never heard or had any information that he was a part owner of the 
Mortgage Investment Co.? 

Mr. Rearick. Yes, sir. 
and | Mr. SuuForpb. Now, then, all of these loans that you have made 

» have been made through the Mortgage Investment Co., haven’t they? 


7 Mr. Rearick. No, sir. 
ction Mr. Suurorpb. Well, what other company have you used? 
Mr. Rearicx. There are some in these cases of American General 
r us, Investment Co. Are you talking about these particular cases, sir? 
state Mr. Suurorp. These particular cases that we have here. And you 
are familiar with the names of the cases. Give the number that 
state ©) were made through the Mortgage Investment Co., Inc. and the other 
) company. 
; Mr. Rearick. 321, Ben Swain, which is your file No. 1016. That 
: was made through the American General Investment Corp. 
ance @& Mr. Epmonpson. Is that the General American, or American Gen- 
bral? 
a Mr. Rearickx. American General, sir. Of course, there were some 
of these that I don’t know—I think that your file No. 1035 would also 
rt? ) be through the American General Investment Corp. Your file No. 
+ 1046 will be through Prudential Insurance Co. And just from 
: memory, I believe the rest of them are the Mortgage Investment Co. 
‘ Mr. SHurorp. So out of this number here, there were only three 
so a | that were not processed through the Mortgage Investment Co. 
Mr. Rearick. So far as I know; yes, sir. 
Mr. Suurorp. Did you ever discuss any of these loans with Mr. 
> Dycus? 
i Mr. Rearick. You mean about buying property? 
gage Mr. Suurorp. Yes, about buying property. 
; Mr. Rearicxk. No, sir, I don’t think so. 
Mr. Suurorp. But you told him you were buying them and asked 
fort- him to go and get the insurance; didn’t you? 
erest Mr. Rearicx. Normally, sir, we get an insurance authorization. 
Mr. Suurorp. I didn’t ask you “normally.” I just say: Didn’t 
pany you? Didn’t you send him out to get the insurance? Telling him, 
“T am going to make this purchase, and this fellow is going to put 
the mortgage on it. Go over and get the insurance.”’ 
Mr. Rearick. No. It is not handled that way, sir. 
e on Mr. Suurorp. Well, regardless of the way it was handled, he was 
advised by you that a loan was to be made and that they had to have 
yeus. insurance on the property? 
erest Mr. Rearicx. We would advise him, sir, if we had the insurance 


or didn’t have the insurance, for him to go ahead and write it or not 
to write it. 
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Mr. Suxurorp. And so you did discuss with him in a great many of 
these cases the question of getting insurance on these particular 
properties. 

Mr. Rearick. I very seldom ever discuss any property I buy with 
him, sir. 

Mr. Suurorp. You discussed with him to the extent that you have 
the insurance placed on it. 

Mr. Rearick. That is done simply by an insurance authorization; 
not a discussion. 

Mr. Saurorp. On these loans to the GI’s, where the GI was 
required, in the closing, to effect insurance; isn’t that correct? 

Mr. Rearick. They had to have insurance on the property when 
they closed the loan. 

Mr. Suurorp. And that insurance was written in nearly all cases 
by the DeWitt, Rearick & Dycus Co.? 

Mr. Rearick. That is correct. 

Mr. Suurorp. All right. Thank you, Mr. Chairman. 

Mr. Weaver. Mr. Rearick, in connection with the insurance, when 
was the insurance placed into effect, and in whose name was it put 
into effect? 

Mr. Rearick. On the day that the loan was closed, sir. 

Mr. Weaver. And then your insurance dailies, I presume, will 
show that the insurance then was canceled, after you made the pur- 
chase of the entitlements. 

Mr. Rearick. After I purchased the house, sir. Yes. They will 
show—and this was checked by the investigators—that the policy 
was written for the veteran, the person in the house, and then at a 
later date the insurance was endorsed over to me. I think that has 
been verified by the investigators. 

Mr. Weaver. In all the cases we are referreing to here, will the 
records show that? 

Mr. Rearick. | am sure that they will. 

Mr. Suvurorpb. Just one other question. Do you know the stock- 
holdings of those interested in the Mortgage Investment Co., Inc.? 

Mr. Rearicx. I know that Mr. Murchison is the principal stock- 
holder, and I know that Mr. Beers owns some stock. 

Mr. Suurorp. Give the initials of the parties. 

Mr. Rearickx. Mr. 8. M. Murchison is the president of the Mort- 
gage Investment Co. 

Mr. Suurorp. Is he one of the men that you bought the tract of 
land from? 

Mr. Rearicx. We were interested in a development company and 
a building company in which he was also interested, sir. 

Mr. Suurorp. What corporation did you put that property in? 

Mr. Rearick. We had a Lakeside Development Co., sir. 

Mr. Suurorp. That was your Lakeside property. And you 
bought the property from Mr. Murchison. 

Mr. Rearicx. No, sir. We bought the property from Mrs. 
Abraham. 

Mr. Suurorp. And she bought it from Mr. Murchison? 

Mr. Rearicx. No, sir. He was in the development company that 
bought the property from Mrs. Abraham. 

Mr. Suurorp. So he was a member of the Lakeside Development 


Co.? 








1144 HOUSING IRREGULARITIFS I FT viagcn mw 





- of 


lar 


ith 
ive 
on; 
vas 
en 


ses 


len 
Dut 


vill 
ur- 
vill 
icy 
ta 
has 


the 


ck- 
? 


CK- 


rt- 





os 





| 
| 


HOUSING IRREGULARITIES IN EL PASO, TEX. 1143 





































Mr. Rearick. That is correct, sir. 
Mr. Suurorp. Mr. Murchison was. All right. Now, who else 
is in the mortgage company? 
Mr. Rearick. Actually, on the stockholders, I don’t know, sir, 
other than that I know that Mr. Carl Beers, B-e-e-r-s I think, is in 
there, and I understand he is a stockholder. But I don’t know 
who the other stockholders are. 
Mr. Suurorp. Do you know who the other officers of the company 
are? 
Mr. Rearick. Yes, sir. Mr. C. B. Payne is the vice president; 
Mr. Walter Schade is a vice president; Mrs. Walker is a secretary- 
treasurer. 
Mr. Saurorp. What Walker is that? 
Mr. Rearick. Sir, I don’t know her initials. They are officers 
in the company. 
Mr. SuHurorp. They are officers in the company. Now, then, in 
your dealings with the mortgage company, with whom do you deal? 
Mr. Rearick. Well, it depends. 
Mr. Suurorp. Your transactions are usually with Mr. Murchison? 
Mr. Rearick. If it is about building or about subdividing; ves, sir. 
Mr. Suurorp. I mean about the loans. Just limit it to the loans. 
Mr. Rearick. I don’t have anything to do with veterans making 
applications. My salesman takes them down and makes the appli- 
cations. 
Mr. SHurorp. Well, have you directed them to go to any par- 
ticular person? Who handles the loans, then, for the mortgage 
company? 
Mr. Rearick. The loan applications? 
Mr. Suurorp. That is right. 
Mr. Rearick. Oh, at the present time 
Mr. Suurorp. I don’t mean at the present time. At the time these 
loans were made. Wasn’t Mr. Murchison handling the loans at that 
time? 
Mr. Rearick. Oh, no, sir. There was a Mr. Hale and a Mr. 
Becker and a Mr. Bates. 
Mr. Suurorp. But Mr. Murchison was president of the company. 
Mr. Rearick. Yes, sir. 
Mr. Suurorp. All right. Thank you. 
Mr. Epmonpson. I wonder if we could proceed with case No. 1046, 
which is Mr. Rearick’s own loan under GI entitlement. And I wonder 
if the counsel would take over at this point. That is 1046. 
StaFF Director. Mr. Rearick, this relates to property which 
you obtained as a veteran in your own right. It is located at 909 Ellis 
Street, lot 17, block 3, Loretta Place Vista. 
Before going into the transaction, Mr. Rearick, would you state 
briefly the period of your service in your organization, and so forth? 
Mr. Rearick. You mean in the service? 
Starr Director. Yes, 
Mr. Rearick. I went in in January of 1942 as an infantry private 
and came out in early 1946 as a paratroop captain. 
Starr Director. Serving in the European theater? 
Mr. Rearick. No, sir, I was in Fort Benning, Ga., and then over- 
seas with the 11th Airborne. 
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Starr Direcror. This is the general situation relating to your own 
transaction, Mr. Rearick. 


The veteran, in December 1947, was living in a home he owned located at 2312 
Arizona Street. On December 20, 1947, the veteran executed a FHA Form 2004, 
which is a mortgagee application for mortgage insurance. This application was 
for insurance on an $8,000 loan the veteran was seeking from the Prudential 
Insurance Co. On the application the veteran made the statement that he was 
purchasing the property to rent to a veteran. 


Mr. Epmonpson. What property are vou referring to now? 

SrarF Director. I am referring to the property in question 909 
Ellis Street. I am not referring to the property at 2312 Arizona 
Street. That was the property where Mr. Rearick is residing at the 
present time. 


The property was not for sale. Two days later, on December 22, 1947, the 
veteran executed Veterans’ Administration Form 1820, which is a home loan 
report. This form was also executed by the Prudential Insurance Co. This 
application to the Veterans’ Administration was for a second lien loan of $2,200, 
and it reflected that FHA and guaranteed the first lien loan of $8,000. The 
veteran certified to the Veterans’ Administration that he was making application 
for the loan ‘‘for the purchase of a 6-room hollow tile, stucco composition shingle 
roof with a l-car garage for use by me as my home.” 

The utility records reflected that this property was never occupied by the 
veteran or his wife. The total cost of the property to the veteran was $968 cash 
and 2 notes, 1 an FHA-insured note, the other a Gl-insured note, totaling $10,200. 
The veteran stated that he at no time intended to occupy this property as his 
home. He also stated that he is not sure whether or not he rented it before he 
put it on the market for sale. The veteran (Mr. Rearick) was asked if he ever 
notified the Veterans’ Administration of his intentions to rent the property and 
not occupy it, and he stated he did not notify them. The agent for the Prudential 
Insurance Co. in El] Paso stated that it was an error in his office about the intent 
to occupy, and he tried to take full responsibility for the statement by Rearick 
in his application to the Veterans’ Administration that he was to occupy the 
property as his home. 

The Veterans’ Administration made a payment of $88 as a gratuity payment 
on this loan and the Prudential Insurance Co. accepted the guaranty even though 
their authorized agent states that he knew that the veteran did not intend to 
occupy the property as his home. 

The records show that on April 8, 1948, the veteran sold the property to William 
L. Arcomont. 

The Veterans’ Administration received the application from the veteran for 
the loan on April 22, 1948. However, he stated above, the veteran sold the 
property 14 days prior to the application. The amount of the sale is not known, 


Mr. Rearick. Prior to the application, sir? 

Starr Director. That is the way the record reads. 

Mr. Rearick. I think that is an error. 

Starr Director. It could be, but that is the way the records look 
to us. 

Mr. Rearicx. When does my application show? 

SrarFr Director. The records show that on April 8 you sold this 
property to Mr. William L. Arcomont and made application for the 
loan on April 22, 1948. It would appear that you sold the property 
to this other person—— 

Mr. Epmonpson. I wonder if that is Mr. Arcomont’s application. 

Do you know whether Mr. Arcomont obtained a GI loan to buy 
the property? 

Mr. Rearicx. No, sir. He didn’t. But that is wrong. I don’t 
have the date. 

Well, here, in this letter from Prudential Insurance Co., it says, 
“T personally took your FHA application on December the 22, 1947.” 
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Srarr Director. December 22? 

Mr. Rearick. Of 1947. 

Starr Director. Then there appears to be an inconsistency on 
this date of resale, which is really not pertinent to the basic question, 
your subsequent disposal of the property. 

The question now at hand, Mr. Rearick, is your statement as a 
veteran now. Let’s bear in mind, now, in this instance, that there 
was no compulsion. Nobody made you do this. This was no 
question of earnest money. You had a house to live in of your own. 
But you did seek an FHA loan and a GI-guaranteed loan or Veterans’ 
Administration-guaranteed loan to purchase a house, which apparently 
you had no intent whatsoever to occupy as your home. Is that true? 

Mr. Reartcx. That is correct. I told the man when I was making 
application. I told the VA investigators when I first asked them 
about it. And at that time | thought it was perfectly all right. 
And as you have pointed out, there, the Prudential Insurance Co. 
man that took the application says in his own handwritting that he 
took down the information that I intended to rent the house to a 
veteran, who incidentally was my brother-in-law, also entitled to a 
GI loan, but he didn’t make enough money at that time to qualify. 

Starr Director. But you did sign the statement, even though 
there may be some question about you telling this man at Prudential 
that you intended to occupy this house as a home? The document 
you placed your signature on with the Veterans’ Administration said 
you intended to occupy that house as your home? 

Mr. Rearicx. It does now. 

SraFF Drrector. Did you sign a blank piece of paper? 

Mr. Rearick. I signed a blank piece of paper. This man sets out 
how it happened. 

Starr Drrector. Then you did sign a blank piece of paper. And 
you were relying on him to place in the proper place that you intended 
to rent this property to someone else. You were relying on this man 
at Prudential to fill out the blank properly after you had signed it? 

Mr. Ruarick. Sir, he took an application in his own handwriting. 

SraFF Drrecror. Mr. Rearick, he may have taken some informa- 
tion, or he may have talked to you and made some notes. The 
application is a form, a blank, which you were required to sign. 

Mr. Rearick. That is right. 

Starr Drrector. Now, he may have made some notes for his own 
guidance, but the question is: Did you or did you not sign the paper 
in blank? 

Mr. Rearicx. Well, actually, I don’t remember. It is back in 
1948. 

Starr Director. Well, then, you don’t know whether the paper has 
the statement that you intended to occupy the property as your own 
when you signed it. 

Mr. Rearicx. All I have is his statement on it. I know there was 
no doubt about this, sir: that I never intended to buy the house to 
live in. There is no question of it. I also know that I told the man 
that took my application that I did not intend it. And at that time 
I thought it was perfectly all right. 

You will note yesterday when I was here, I did not know at that time 
but what it was all right. 
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SrarF Direcror. Then, Mr. Rearick, if you did sign an applica- 
tion that had the statement in it that you intended to occupy this 
property as a home, knowingly, you would have signed a false state- 
ment, would you not? You said you had no intention of occupying it. 

Mr. Rearick. If I had done it knowingly, certainly I would. 

Starr Drrecror. Then you don’t know how you came to sign 
this application, then. 

Mr. Rearick. I think that it was probably in blank. 

Mr. EpmMonpson. Is this Mr. William L. Arcomont to whom you 
sold the property on April 8, 1948 the brother-in-law? 

Mr. Rearick. No, sir. Albert DeWitt, my brother-in-law, was a 
veteran, and he worked for the border patrol. And he did not make 
sufficient money to qualify for this 3-bedroom house, and he needed 
a 3-bedroom house. And I made application, using part of my GI 
entitlement, to buy a house to rent to him, which I did do. 

Srarr Director. For a little over a year. Did he occupy it for 
a little over a year? 

Mr. Rearick. No, sir. He was not in there that long. 

Then he was transferred from there. The border patrol transferred 
him from there. And when he found out he was going to be trans- 
ferred, we started trying to sell the house prior to that time. He 
actually remembers more about the transaction than I do. I talked 
to him before I came up here. 

Srarr Director. Let me see if I can refresh your recollection. As 
to the date of the application, it is true that on December 20, 1947, 
you actually signed this blank piece of paper. But apparently some- 
one, we don’t know who, but we presume it to be Prudential Life 
Insurance Co., held the application, and it was not submitted to the 
VA until later. 

The records show that on April 8, 1948, you sold this to the veteran, 
to William L. Arcomont, who you said was your brother-in-law. 

Mr. Epmonston. No, William Arcomont, he testified, was not his 
brother-in-law. His brother-in-law rented the property for a little 
over a year, and then he sold it to William L. Arcomont. 

Starr Director. Then the records show there is a disparity be- 
tween April 8, 1948, and the date the application was received in the 
VA. 

In other words, you had assurance that the property was sold 
before you went ahead with the loan. That is what it amounts to. 
You had the assurance that the property was placed with Mr. Arco- 
mont before the loan actually was forwarded to the Veterans’ Ad- 
ministration. 

Mr. Rearick. Sir, I have no knowledge or control as to when it 
was forwarded from the Veterans’ Administration. I think perhaps 
Mr. Jenkins can clarify this. I don’t know about it. But it was my 
understanding when they were making combination GI-FHA loans 
that if the FHA approved the application the GI was automatic. So 
in cases of this kind they forwarded the FHA application off to them 
and waited until it came back approved, and then went ahead with 
the additional GI application. Now, that is the way I understand it. 

Srarr Director. That could have accounted, then, for the delay 
in the receipt in the VA. 

Mr. Rearick. Possibly, sir. 
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Srarr Director. So that set up the sequence that you had this 
loan in the mill, and on April 8, just before it was finally consummated, 
you had a buyer for your property, then. 

Mr. Rearick. Well, I sold the property, sir. 

I don’t have the deed records on that. Do you show when the 
property was deeded to me? 

Srarr Drrecror. Well, we show April 8 as the date that you sold 
the property. 

Mr. Rearick. No, but when it was deeded to me, sir. Because I 
never dug into this any, because I was the veteran. And I certainly 
didn’t hide anything or have any intentions of hiding anything. 

Starr Director. You just signed some blank papers, and someone 
made a mistake about your intent. 

Mr. Rearick. Sir, may I read the letter to the committee from 
Mr. Zvendt? 

Starr Director. Yes. 

Mr. Rearick. The one who took the application? 

Starr Director. Yes. 

Mr. Rearicx. It is addressed to me. It is dated February 6, 1954, 
regarding this loan on 909 Ellis Street. 

SrarFr Drrectror. And addressed to you by whom? 

Mr. Rearicx. Mr. William M. Zvendt, president of the Home 
Mortgage Co. of El Paso. 


At your request we have examined our loan file on the above-described location, 
and according to the papers contained therein [I personally took your FHA 
application on December 22, 1947; our old long-hand work application form is 
still in the file, and is unquestionably in my handwriting. At that time you 
informed me that you were renting the property to a veteran, and the typed 
copy of FHA form 2004, which was submitted to the Federal Housing Adminis- 
tration, clearly states this fact. 

We have our work copy and one typed copy of your application to the Veterans’ 
Administration for their portion of this section 505 loan. Our work copy indicates 
that all we took down at the time you made your original application is your 
serial number and the date of your birth, plus information required by the Pru- 
dential Insurance Co. of America, for whom we signed as authorized agent, on 
both the FHA and GI portions. The balance of the information necessary to 
complete the VA application was already in hand, because of the FHA application. 

I have no direct recollection of this particular case, other than the facts revealed 
by the papers in the file. However, it is quite obvious, I believe, that we merely 
typed up the FHA application first, had the Federal Housing Administration 
loan approved, and then upon its approval typed up the VA portion of the applica- 
tion, and through a manual error in our office stated inadvertently that you were 
going to occupy the house as vour home. Since of all the seciion 505 loans we 
handled, I am confident that all the rest of the houses were bought as residences, 
it is obvious that you informed us and we informed the Federal Housing Admin- 
istration, a governmental agency, of your intent to rent the property, and ob- 
viously it was no fault of yours that we typed up incorrectly the VA portion of 
your application. The writer can do no more than take the full blame for this 
manual error in our Office. 


Mr. Epmonpson. Mr. Rearick, may I ask, in connection with this 
GI loan, now, that apparently was disbursed in 1948: Do you still 
remain liable on that GI loan? 

Mr. Rearicx. Certainly, sir. 

Mr. EpmMonpson. Your liability is continued, and you were not 
released from liability under that loan? 

Mr. Rearicx. No, sir. 

Srarr Drrecror. Then in discussing the question of fault or blame, 
Mr. Rearick, you say it is not your fault. Then you either did one 
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of two things. And I want you to state precisely what you did. You 
either signed a form that had a statement on it that you intended to 
occupy this property as your home, or you signed a blank piece of 


paper which someone else completed. Now, which did you do Mr. 
Rearick? 


Mr. Rearicx. I don’t know, sir. 

Mr. Epmonpson. I would like to get the will of the committee with 
regard to continuation of the hearings. I do not know whether we 
can get unanimous consent to sit this afternoon or not. We may have 
a few more questions for Mr. Rearick, and we have another witness, 
who has been waiting patiently for 2 days here to testify. 

If its agreeable with the committee, I will ask unanimous consent 
to sit during general debate this afternoon at 2 o'clock. 

Is there objection to that in the committee? 

If we are unable to get that consent for this afternoon, we will con- 
vene again, then, in the morning at 10 o’clock to complete these 
hearings, if possible. 

I want to thank the members of the committee for their patience 
in the questioning of the witness, here. And because of the technical 
aspects of some of the matters that we have, it has been necessary to 
place most of the responsibility for questioning with the counsel. But 
I have appreciated the questions of the members of the committee, 
and I hope they will find it possible to continue with us to the con- 
clusion of these hearings. 

Mr. Avery. I have this question. Was that a unanimous consent 
request that you were going to make for the full committee, or just 
for the subcommittee? 

Mr. Epmonpson. It will be consent for the Veterans’ Affairs Com- 
mittee to sit, which would permit any subcommittee of the Veterans’ 
Affairs Committee or any members of the committee to sit. 

Mr. Avery. Could I ask Mr. Rearick just one question? It has 
no particular bearing on these cases. 

Disregarding any tax items or any insurance items, about what 
would the closing costs run on, say, a $10,000 home? 

Mr. Rearicx. GI home, sir? 

Mr. Avery. Yes. 

Mr. Rearick. Ordinarily, insurance and everything 

Mr. Avery. No, disregarding the insurance. That is pretty much 
of a line item; and taxes, if they are included. Just the other closing 
costs. What would they run? 

Mr. Rearick. Oh, probably about $165. 

Mr. Avery. Thank you. 

Mr. Epmonpson. The subcommittee will stand adjourned until 2 
o’clock this afternoon. 

Srarr Director. Mr. Rearick and Mr. Swain, you are still under 
subpena and should come back at 2, and if we find we can’t get this 
unanimous consent at that time we will tell you. 

(Whereupon, at 11:55 a. m., a recess was taken until 2 p. m.) 





AFTERNOON SESSION 


(The committee reconvened after recess at 2 p. m.) 
Mr. Epmonpson. The Subcommittee on Housing of the Committee 
on Veterans’ Affairs will be in order, and the clerk will call the roll. 
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CounseL. Mr. Edmondson. 
Mr. Epmonpson. Here. 
Counse.t. Mr. Shuford. 
(No response.) 
CounseEL. Mr. Christopher. 

Mr. CuristoPpHerR. Here. 

CounseEL. Mr. Ayres. 

(No response.) 

Counset. Mr. Weaver. 

Mr. Weaver. Here. 

CounsEL. A quorum is present, Mr. Chairman. 

Mr. Epmonpson. The reporter will record the arrivals and depar- 
tures of any members of the Housing Subcommittee throughout the 
proceedings, and we will continue where we left off this morning, with 
Mr. Rearick as witness. 

I think the counsel has only 2 or 3 additional matters to question 
you about, Mr. Rearick, at the conclusion of which if other members 
of the committee have questions, or if you wish to make any con- 
cluding statement with regard to these hearings, that opportunity 
will be accorded. 

So the counsel will proceed, then, with those clarifying matters 
that he had. 

Starr Director. Mr. Rearick, I wish to remind you that this is 
a continuation of the hearings of this morning, and you will remain 
under oath. 

Mr. Rearick. All right. 

I have a telegram, in answer to Mr. Shuford’s question about the 
ownership of the Mortgage Investment Co. May I read it? 

Srarr Direcror. Yes. 

Mr. Rearick. It is dated today. 

Harry O. RearIcKk, 
Congressional Hotel, Washington, D. C.: 

I own no stock in the Mortgage Investment Co. of El Paso, Tex., and have no 
interest of any kind in that company. I am willing to testify to this under oath. 

C. B. Dycvs. 

(Representative Ayres entered the hearing room at this point.) 

Starr Direcror. We would like to clarify the relationship of the 
firm of DeWitt & Rearick in these transactions. The question is 
this: In these transactions you took title to these properties in 
your own name, and they were in most instances subsequently resold, 
and someone realized some profits, in, I believe you said, all of the 
transactions except one. In most instances the checks paid to veter- 
ans, whether it was the return of their earnest money, a payment that 
represented no earnest money, or a payment that represented a 
combination of extra money and a return of earnest money, were 
drawn on the account of DeWitt & Rearick. 

Now, the question we would like to have clarified: Were these your 
personal profits, or were these the profits of DeWitt & Rearick? 

Mr. Rearick. Sir, when we purchased these houses with a DeWitt 
& Rearick check, it was the partnership’s property. We took the 
title in my name as a matter of convenience, so that in deeding the 
property I could deed it without—— 

STAFF Director. The transactions were partnership transactions, 
lose or gain? | 
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Mr. Rearick. Yes, sir. 

Srarr Director. The other matter, Mr. Rearick, relates to any 
dealings that you may have had with other persons associated with the 
Veterans’ Administration. I want to include in the question two 
categories of persons: Other fee compliance inspectors or appraisers, 
such as Mr. Swain, in other words, VA fee personnel, as well as regular 
salaried personnel of the Veterans’ Administration, employees of the 
Veterans’ Administration. 

The question is this: Do you know of any instance where you, one 
of your employees or relatives, or the officers of one of the companies 
which you have previously identified as being associated with you, 
have had interlocking business relationships with any of the two 
categories of VA employees that I have described, giving them any 
gifts, gratuities, any profits, dividends, shares, to any such employees? 
What we want to know: Are there any other VA employees interlocked 
in any of these business arrangements? 

Mr. Rearick. Other than I testified about Mr. Swain? 

Srarr Director. Yes; in addition to the testimony related to Mr. 
Swain. We are not questioning you about Mr. Swain now. In addi- 
tion to the testimony related by Mr. Swain, 

You have no know ledge—first of all, in your own right, you have 
not given any fee appraiser or inspector or VA salaried employee any 
funds, moneys, gifts, gratuities? 

Mr. Rearick. No, sir. 

Srarr Director. The firm of DeWitt & Rearick has not given any 
such gifts or gratuities or moneys? 

Mr. Rearicx. No; 1 am sure they have not. 

Mr. Epmonpson. Would you apply that specifically in the case of 
Mr. Swain and Mr. Weems? There have been no payments of any 
kind to either of them? 

Mr. Rearickx. Mr. Swain participated, as I testified, in the El 
Paso Construction Co. and also in one project of, I believe, 11 houses 
which was built by this Model Building Co., which is part of SAW 
Construction Co. And to my knowledge that is the only instance of 
any money being paid. And, of course, then, it was due to ownership 
of property and participating in the building. 

Mr. EpmMonpson. You know of no gifts or gratuities or other pay- 
ments that were made by either you, members of your family or your 
employees, or the companies with which you have been associated? 

Mr. Rearick. Other than those, no, sir. 

Mr. Epmonpson. Does the same hold true as to Mr. Weems, that 
there have been no payments or gratuities of any kind to him? 

Mr. Rearick. That is correct, sir. 

Starr Director. And you will meke the same categorical state- 
ment with regard to other VA employees? 

Mr. Rearick. That is correct. 

Mr. EpmMonpson. Where their net payments to you as subtenants 
in the lease in the building which you occupied jointly at the standard 
rate paid by other tenants in the building? 

Mr. Rearick. Well, of course, Mr. Swain occupied 2 desk spaces, 
and it was agreed in advance when I went in there that he would pay 
$50 a month for those 2 desks. And he did that every month up until 
the time he was leaving El] Paso, at which time he let his stenographer 
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go, gave us an additional desk, and then the rent was reduced 
$25 a month. 

Mr. Weems paid a straight $25 a month while he was there. 

Mr. Epmonpson. For one desk space? 

Mr. Rearick. For one desk space; yes, sir. 

(Representative Shuford entered the hearing room at this point.) 

Mr. Epmonpson. Mr. Shuford, did you have any questions you 
wanted to direct to the witness? 

Mr. Rearick. Sir, would you show Mr. Shuford the telegram, 
please? 

Mr. Epmonpson. Yes. I will be glad to. 

Mr. Suurorp. Mrs. Longenecker is an employee of yours; isn’t 
she? 

Mr. Rearick. No, sir. 

Mr. Suurorp. Was she at the time the loans were made? 

Mr. Rearicx. Mrs. Longenecker worked for Mr. Swain and Mr. 
Miller, and at one time she did some work for the Lakeside Develop- 
ment Co. 

Mr. Suurorp. She was paid by the Lakeside Development Co.? 

Mr. Rearick. Well, when she performed duties for them, she was. 

Mr. Suurorp. Did she ever do any work for DeWitt & Rearick? 

Mr. Rearick. Not that I know of, sir. 

Mr. Suurorp. Not that you know of. Well, you know who worked 
for you; don’t you? You can answer that ‘‘Yes’”’ or ““No’? You 
don't have to say “not that I know of.’’ You are one of the bosses; 
aren’t you? 

Mr. Rearick. Yes, sir; I am. 

Mr. Suurorp. Well, you know who works for you. 

Mr. Rearick. Well, sir, she may have typed a letter for us or done 
something of that nature. 

Mr. Suurorp. Well, just answer. Don’t be so evasive, because I 
am not trying to trap you at all. Just say, ‘ Yes, she did some work,” 

r, ‘She didn’t do some work.’ 

ae. Rearick. She was not an employee of ours, sir, of DeWitt 
& Rearick. 

Mr. SuHurorp. She was not an employee of DeWitt & Rearick? 

Mr. Rearick. That is right. 

Mr. Sxurorp. Though she did have a desk in the office and did 
some work for Lakeside, which was owned partly by you, the Lakeside 
Development Co.? 

Mr. Rearick. That is correct, sir. 

Mr. Suurorp. And she was also secretary to Mr. Swain? 

Mr. Rearick. Yes, sir. 

Mr. SHurorp. And if you had to use her at any time, she was 
there available for you to use; is that right? 

Mr. Reartck. No, sir. 

Mr. Suurorp. Where was her desk in connection with Mr. Swain’s 
desk? Was it right close? And did she receive all of his customers, 
the people that wanted to see him? 

Mr. Rearicx. Her desk was directly in front of Mr. Swain’s desk, 
and telephone calls to Mr. Swain were referred to her. Mail to Mr. 
Swain were referred to her. 

Mr. Suurorp. Did Mr. Swain have a separate telephone from 
DeWitt & Rearick? 
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Mr. Rearicx. No, sir. There was an automatic ringoff. I believe 
there were five lines in there at that time. 

Mr. Suurorp. And he was separately listed in the telephone book? 
Or was he listed just under DeWitt & Rearick? 

Mr. Rearick. I am sure he was listed separately, sir. 

Mr. Suurorp. You are positive of that? 

Mr. Rearicx. I think so, sir. 

Mr. Suurorp. Now, then, who typed all of the appraisals? 

Mr. Rearicx. Well, I think that Mrs. Longenecker did, sir. 

Mr. Suurorp. When did she work for Mr. Swain? When was she 
in the office? What dates? 

Mr. Rearick. I believe that she was there when I came there in 
1950, and I think that she remained there until Mr. Weems moved 
out, and then I think she moved with him. 

Mr. Suurorp. When did Mr. Weems move out? 

Mr. Rearick. | think it was some time in 1953, sir. 

Mr. Suurorp. Now, weren’t Mr. Weems and Mr. Swain, to your 
knowledge, working together? Or were they separate? 

Mr. Rearicx. To my knowledge, I think they were entirely 
separate. 

» Mr. Suurorp. But he occupied the office with DeWitt & Rearick 
and Mr. Swain, and he also used the services of Mrs. Longenecker. 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. Well, now, on that Lakeside Development Co., there 
were a good many appraisals made on that, weren’t there? 

Mr. Rearicx. There were 415 sites in the addition, sir, and I don’t 
know what percentage of them sold GI and FHA. 

Mr. Saurorp. Would your records show? 

Mr. Rearicx. I could pull each file and find out; ves, sir. 

Mr. Saurorp. Well, now, did you ever see Mrs. Longenecker 
typing up any appraisals for Mr. Swain or Mr. Weems on any of these 
properties that we have under investigation here? 

Mr. Rearick. She was in the office, sir. I saw her every day that 
she was there that I was there, working. 

Mr. Suurorp. Well, that is true. But did you see her type any 
of these appraisals? 

Mr. Rearicx. I don’t know what she was typing. 

Mr. Suurorp. And you swear that you did not see her fix one of 
these appraisals? 

Mr. Rearicx. I say I do not know what she was typing. 

Mr. Suurorp. Well, will you swear that you are sure she wasn’t 
typing any of these appraisals? 

Mr. Reartick. I didn’t know, sir, 

Mr. Suurorp. You didn’t know, 

Mr. Weaver. I was just going to mention: In connection with the 
insurance company of DeWitt, Rearick & Dycus, could you furnish 
the subcommittee a list of the insurance companies in which these 
policies were placed, as well as the policy number? 

Mr. Rearick. Yes, sir. 

Mr. EpmMonpson. In the instance of the 38 sites? 

Mr. Weaver. In those cases, yes. 

Mr. Rearick. Yes, sir. I don’t have it here, sir. 


1154 HOUSING IRREGULARITIES IN EL PASO, TEX. 











Se 


wae oe 


a CD dN AA a Tiree tee 


(OLIVER MEADOWS, 


No. Name Company Policy No. mee 

1001 | Carlos Moreno Aewiler.......- ; oe Republic 881761 | Feb. 26,1953 
1002 | James H. Amis cabinets hie ada aiteet Fett do > 849663 | Dee. 10,1950 
1005 | William S. Beach. -.-....-.--- : 7 do 849666 | Dee. 14,1951 
1006 | Roy C. Chambers. - --------- keeak dds SS do 849767 | Jan. 1,1951 
1007 | George W. Duckworth__--------- ‘ do 862076 | Sept. 1, 1951 
1006) Bse0eer By (anes... ~~ --- ~~~ 52s : do 883006 | May 23,1953 
Re SS er a ee ee dec ee ‘ 862064 | Aug. 30,1951 
1010 | Charles M. Hutchins ----.-.....--.---- do fl 862088 | Sept. 8, 1951 
1011 | N. F. Kelly_-..--- Bla Std ahde Werokalnthe &evenien do 3 7 861910 | July 13,1951 
1012 | Allua D. King + “a os do 849710 | Dec. 20,1950 
1013 | Charles Harley Lewis- oak ; do 865817 | Dee. 4,1952 
1014 | Alfredo Lucero eSeSi bese eens ves ‘ do 862010 | Aug. 15,1951 
1015 | James R. McPherson Sic aatint : do 849819 | Jan. 18,1951 
1016 | Werthman Pe ES cdmiks ie } Show no record Fi 
1017 | Edmundo Ochoa..------------ .----| Republic. 4 881903 | Mar. 21,1953 
1018 | George Oscar Sabota i . do 881959 | Mar. 28,1953 
1020 | Delbert J. Taylor__------ Séadeots : ‘ do 849075 | Dec. 1,1950 
1022 | Wesley W. Wells seats se do 861982 | Aug. 8, 1951 
1023 | James F. White_-__---_- pe i ae 849768 | Jan. 1,195] 
i024 | John R. Ayres kceeewiatennt ; : do 849865 | Feb. 3,195] 
1025 | Troy T. Bailey do ; 865839 | Dec. 6, 1952 
1026 | Paul Francis Barry ; ‘ chicka do 883050 | June 3, 1953 
1027 | Ansel G. Brown : do 849078 | Nov. 28,1950 
1028 | Theresa Cromwell do 883570 | June 24,1953 
1029 | James Edward Downey---- Sciad do 862028 | Aug. 16,1951 
1030 | Miguel Ellorrega : do 881333 | Feb. 11,1953 
1031 | Burley H. Gifford sidsbeytera eS sac F 850561 | Apr. 7,1951 
1032 | Leon W. Halstead do ; 850507 | Mar. 27,1951 
1033 | Dale F. Hodges. ------ = ; —— 849681 | Dee. 23,1950 
DE TT i cine ncn nip igin : wirins A 862063 | Aug. 31,1951 
1035 | Irl King : Show no record 7 : aoe 
1036 | Herbert W. Labdie cabal bea Lepublic_- ; 882810 | Apr. 25,1953 
1037 | Harvey R. Latta on do 884592 | Oct. 9,1953 
1038 | Harold T. Looney ; eee do ; 883647 | July 9,1953 
1039 | Clyde W. Lyons. _. : aie inate ee 883554 | June 20,1953 
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DeWitt & REARICK, 
El Paso, Tex., July 25, 1956. 


Staff Director, Veterans’ Affairs Committee, 
Room 355, Old House Office Building, 
Washington, D. C. 
Dear Str: Enclosed is the list you requested. 
Yours truly, 
Harry O. REARICK. 


















1040 | James R. McSherry Sa atbits do 882908 | May 11,1953 
1041 | Spiro V. Medigovich-------- an es 850468 | Mar. 20,1951 
1042 | Irving L. Metcalf poki ass do 849764 | Nov. 29,1950 
1043 | Ernest N. Millard se a gadis iene wen lal 884521 | Aug. 14,1953 
1044 | M. G,. Osborn a Sib ee eae shee ae do 819005 | Nov. 13,1950 
1045 | Winston L. Peavler-------- : ; ; do 849870 | Feb. 6,1951 
1046 | Harry O. Rearick abate Be ._.| New York Fire 48-100145 | Feb. 13,1951 
1047 | Donald M. Richard_-__._------.--- é ; Republic... 849086 | Jan. 1,1951 
1048 | Emery 8. Robertson, Jr__------ do 850443 | Mar. 15,195] 
1049 | John A. Thompson---.-....-.----.-- song 849070 | Nov. 30, 1950 
1050 | John L. Tune r beoninindtase ; i ee 850557 | Apr. 7,1951 
1051 } John W. Welsh___.------ Bisitons ; 5 do 850472 | Mar. 20,1951 


1052 | Charles T. Wisehart trey ee | do 864274 | Apr. 24,1952 
RE) NT he den cene da base niesd sabe enaaee~ .--do “ia 882894 | May 8, 1953 


Mr. Weaver. Then one other question, in connection with these 
specific cases: Do you have anything on the records that would show 
as to who made the appraisals? 

Mr. Rearick. No, sir. 

Mr. Weaver. Mr. Christopher? Mr. Sisk? 

Mr. Stsx. Did you have any previous experience in the real estate 
business prior to 1946, Mr. Rearick? 

Mr. Rearick. No, sir. When I got out of the Army in 1946, I 
went to work as a salesman for William J. Alley, who is a realtor 
there in E] Paso. And my partner was already working for Mr. 
Alley. And the office that we occupied was closed down, because he 
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lost the lease or the rent that he had on it, and instead of transferring 
to his main office we opened our own office at that time. 

Mr. Sisk. That was the beginning of DeWitt and Rearick? 

Mr. Rearick. Yes, sir, which was in the fall of 1946. 

Mr. Sisk. That is all. 

Mr. Epmonpson. Mr. Rearick, if you care to make any statement 
now, in summary of your position or contentions, or any comment 
upon any of the questioning directed to you, we will be glad to hear 
what you want to say along that line. 

Mr. Rearick. Yes, sir; I do have. 

As I see it, these facts are not disputed: I agreed to purchase a 
house from a veteran after he made his application, before he closed 
his loan papers, when I knew at the time I agreed to purchase, that 
he did not intend to occupy the house. I gave instructions to my 
sales people that they were not to in any way induce or conspire 
or allow a veteran to make application to buy a GI house if at the 
time he made the application they knew he was not going to occupy 
the house. 

Now, I would like to point out to the committee that so far as I 
have been able to determine—and I have really worked on this—this 
investigation lasted for a period of 6 months, before it was presented 
to a grand jury, and so far as I have been able to determine there were 
only three veterans that said they did not intend to occupy at the time 
they made application. My understanding, from the information I 
gathered, is that 2 of these 3 veterans say that their only dealings were 
with the salesmen, and in those 2 cases both salesmen say that the 
veterans’ statement is false, and they both agree that they are the 
only ones that had any dealings with the veterans. 

The other case is the Lucero case, in which I read the salesman’s 
statement to you. I was never able to get a statement from Lucero, 
other than that he started out with these words: 

I don’t know Pat DeWitt or Harry Rearick, and I never had any words with 
either of them. 

These three veterans say that they did not intend to occupy the 
house at the time that they made their application—one of them is a 
border patrolman, an immigration man; another owns his own cafe, 
is a businessman; the third one, Lucero, was a policeman at that time, 
and is now a city detective. I do not actually know what happened 
in those transactions. But I do know that I had no knowledge of any 
kind that those veterans did not intend to occupy that house at the 
time I purchased the property, and did not know it until after this 
VA investigation came about, in October of 1953. 

Now, I would like to show you—— 

Mr. Epmonpson. If the witness will stop just a minute, now: Do 
you mean to say what you have just said under oath, Mr. Rearick, 
that at the time you purchased the property of those three veterans 
you had no knowledge they did not intend to oceupy the property? 

Mr. Rearick. Well, no, I didn’t mean it that way. I meant I had 
no knowledge that they made a false application; that they did not 
intend to occupy it at the time they made the application. Thank 
you, sir. I slipped up on that. 

There has been a question raised, here. I ama real estate man that 
has closed lots of real estate transactions. And why didn’t I know 
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what the VA investigators told me in December of 1953 was wrong? 
Well, it is true that I eloged many of these transactions myself prior to 
the time that Colonel’Bartlett took over and started closing. 

I would like to read you a letter by Vernon Boyd, who was the vice 
president of the Stuart Title Guaranty Co., who also closed real estate 
transactions and saw the same papers that I saw. The letter is dated 


February 5, 1954. It is to the Veterans’ Administration, Washington, 
D.C. 


GENTLEMEN: It has come to my attention that some question is being raised 
by the Veterans’ Administration as to the propriety of closing a GI loan where the 
veteran has changed his mind and decided not to occupy the property. I have 
been the manager of the Stuart Title Co.’s El Paso office since 1945, and during 
that time I have had occasion to close many transactions where GI loans were 
involved. I have never seen anything in the loan papers signed at the date of 
closing that would require a veteran to occupy the premises, nor do I recall any 
regulation or statement from the Veterans’ Administration that prohibits a vet- 
eran who in good faith buys a house from selling that house without occupying it. 
I have never known of the Veterans’ Administration canceling a loan commitment 
at the request of a veteran who wants to back out of the deal. I believe that this 
matter should be clarified by the Veterans’ Administration so that those engaged 
in the closing of such loans may have something to guide them. 

Mr. Suurorp. Who wrote that letter? 

Mr. Rearicx. That was Vernon Boyd, who is the vice president 
of the Stuart Guaranty Title Co. 

Mr. Suurorp. Now, is he connected with you in any way? 

Mr. Rearick. No, sir; he is not. 

Mr. Suurorp. That is his understanding. That is what he thought 
about it. He had nothing in the world to do with your knowledge? 

Mr. Rearick. No, sir. 

Mr. Suurorp. Then you have this letter here as to what somebody 
else wrote to the VA. Have you got any letter that you wrote to the 
VA saying that you didn’t know anything about these rules and 
regulations? 

Mr. Rearick. Sir, I have testified under oath to that fact. 

Mr. Suurorp. You testified that you didn’t know the law, but 
you didn’t have a book. You said you didn’t have a book. Have 
you ever read one of those applications? With all of these loans 
that you made, did you ever read one of the applications that the 
veteran had to sign? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. You saw in there the statement made that he was 
to occupy the property. 

Mr. Rearick. As I pointed out, sir, yesterday—— 

Mr. Suurorpb. Just answer yes or no. Just get down to it. Did 
you ever see that statement in there? 

Mr. Rearick. Are you talking about the printed-in form? 

Mr. Suurorp. The application that the veteran made. Did you 
ever see one of those? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. Did you see in it that he certified that he was going 
to occupy the residence as a residence? 

Mr. Rearicx. I have seen that; yes, sir. 

Mr. Suurorp. That was in there, wasn’t it? 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. So you did know that that was one of the require- 
ments, didn’t you? 
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Mr. Rearick. I have said, sir, that I knew: that when a veteran 
made application he had to intend to occupy-that home, since some- 
where in the last part of 1948 or 1949. Priomto that time, I did not 
know it. 

Mr. Suurorp. How many loans did you make prior to that time? 

Mr. Rearick. Well, we didn’t start selling them any GI houses 
until somewhere in late 1949 or early 1950. 

Mr. Suurorp. Well, then, you saw it just as soon as you started 
selling GI houses, didn’t you? 

Mr. Rearick. Yes, sir. 

Mr. Saurorp. And you knew that that was one of the requirements 
of the law? 

Mr. Rearick. I knew it somewhere along the line, sir. 

Mr. Suurorp. Well, you knew it at that time? 

Mr. Rearick. Sir, the earlier applications, I think I am correet—— 

Mr. Suurorp. Do you know? 

Mr. Rearicx. I think that I know that some of the early VA 
applications just had a blank space that said: 


Give a narrative description of the purpose of the loan. 


Mr. Suurorp. Have you got one of those applications with you? 

Mr. Rearicx. Mr. Jenkins or Mr. Meadows might be able to help 
me there. I don’t know whether I have one. 

Mr. Suurorp. Now, here is your application in the Aguilar case, 
Carlos Marino Aguilar. 

Mr. Epmonpson. That is 1001, I believe. 

Mr. Suurorp. That is VA Loan No. 44432: 


Give narrative description of purpose of loan. 
This has in it: 
Purchase home. 


Now, you knew that that had to be in there, didn’t you? 
Mr. Rearick. I just finished telling you, sir 
Mr. Suurorp. Tell me over again. 

Mr. Rearicx. All right, sir. 

Mr. SHurorp. You knew that that had to be in there, didn’t you? 

Mr. Rearicx. Somewhere in late 1949 or 1950, I became aware 
of the fact that at the time a man made application for a loan, his 
intent at that time had to be to occupy the property. 

Mr. Suurorp. Well, all of these cases were after 1949 and 1950, 
weren’t they? 

Mr. Rearicx. That is correct, sir. All but one. My own partic- 
ular one. 

Mr. Suurorp. Your own case. You have testified about that this 
morning, about your own case. 

Mr. Rearick. Yes, sir. 

Mr. Suurorp. So, from the very start you knew that that had to 
be in there for the purchase of homes. Now you say that because 
he changed his mind, you didn’t think that he had to continue to 
have that same view, to use it for a home, and that if he put it in 
one time, that he was going to purchase for a home, then any time 
after that you could purchase the property or anyone you designated 
could purchase the property and disregard the requirement of the 
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Veterans’ Administration law. Now, that is the purport of your 
testimony, isn’t it, on that question? 

Mr. Rearick. | certainly understood that he had a right to sell 
his property. 

Mr. Suurorp. I didn’t ask you that. I asked you: You bought 
his property? 

Mr. Rearick. That is correct. 

Mr. Suurorp. And you knew that the representation had been 
made to the Government that that piece of property was to be used 
by him as a home. And before it ever went to him as a home, you 
had taken title to it. The transaction was simultaneous. You knew 
all of that, didn’t you? 

Mr. Rearicx. Well, sir—— 

Mr. Suurorp. Just answer. Did you, or didn’t you? 

Mr. Rearick. [| prefer that you ask me the question over. 

Mr. Suurorp. Read him the question, Mr. Reporter. 

(The pending question was read by the reporter, as above recorded.) 

Mr. Rearick. Well, I knew at the time he bought the property 
he wasn’t going to occupy it. That hasn’t been disputed by me. I 
knew at the time he made application that his intent had to be to 
occupy that piece of property as his own home. 

Mr. Suurorp. It was a simultaneous transaction, wasn’t it? 

Mr. Rearick. No, sir. 

Mr. Suurorp. The application was made and the closing was made 
all in your office, or in the mortgage company? 

Mr. Rearick. Sir, I don’t take applications in my office. They 
are taken in the lender’s office. 

Mr. Suurorp. Well, taken by your salesman, whoever it was. 
They take the application, don’t they? 

Mr. Rearicx. The mortgage company employees take the appli- 
cations. 

Mr. Suurorp. Well, your salesman goes out and makes the sale 
and takes them to the mortgage company. 

Mr. Rearick. That is correct, sir. And they take the application. 

Mr. Suvurorp. So the transaction is a simultaneous transaction. 

Mr. Rearick. It is not, sir. 

Mr. Suurorp. You sell the land, or your salesman sells the land. 
They take him to the mortgage company, where he makes these 
representations that he is going to use it asahome. You then purchase 
the piece of property, and it has never been used as his home. And 
you knew at the time you did it, in all of these cases, that it was one 
of the requirements of the VA that that land was to be occupied by 
the veteran asa home. Now, isn’t that correct? 

Mr. Rearick. I repeat, sir: I know at the time that the man made 
application that his intent had to be to occupy the property as a home. 

Mr. Suurorp. Will you read the question to him, Mr. Reporter? 

(The reporter read the pending question, as above recorded.) 

Mr. Rearick. Sir, I don’t think that can be a yes or no answer. 

Mr. Suurorpb. Answer it yes or no, and then you can explain it any 
way you want to. 

Mr. Rearick. Can I answer it in my own words? 

Mr. Suurorp. Yes, if you want to take it that way, but it is a 
very simple question. You knew it, or you didn’t know it. 
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Mr. Rearicx. I knew it had to be their intent to occupy the 
property as their own home when they made the application. I also 
knew at the time of closing, that when I was buying a piece of property 
from a veteran he was not going to occupy the home. 

Mr. Suurorp. And you knew at that time that that was a violation 
of the law. 

Mr. Rearick. No, sir, I did not. 

Mr. Suurorp. You did not know that that was a violation of the 
law? 

Mr. Rearick. I certainly didn’t, or 1 wouldn’t have done it. 

Mr. Suurorp. You knew that the requirement of the Veterans’ 
Administration was that it had to be occupied as a home? 

Do you want to answer that question? 

Mr. Rearick. I thought you were making a statement, sir. 

Mr. Suurorp. No, I asked you a question. 

Mr. Rearick. I think I have answered it, sir. 

Mr. SHurorp. Well, give us another chance at it. Answer it again. 

(The pending question was read by the reporter, as above recorded.) 

Mr. Rearicx. Yes, I knew that the requirement of the Veterans’ 
Administration, when he made application, was that the property 
had to be for his home. 

Mr. Saurorp. And you knew then, too, that he couldn’t sell it 
unless he had occupied it as a home. 

Mr. Rearick. [| certainly didn’t, sir. 

Mr. SHurorp. You didn’t. All right. 

Thank you. 

Mr. Epmonpson. Do you have any further statements you want 
to make, Mr. Rearick? 

Mr. Rearick. Yes, sir. I spent 3 days before a Federal grand 
jury, and I am sure that you have the finding of the grand jury before 
you. All I have on it, of course, is what appeared in the newspapers. 
I have no knowledge of what happened, when other people were in 
there, but their re port was: 


On the basis of testimony submitted to the grand jury, much of it conflicting, 
it is found that the intent of the veterans guaranty loan rights has been widely 
misinterpreted. It is believed that the conditions under which the alleged 
have occurred indicate a general laxity and disregard for the intent of the law 
by some veterans, mortgage firms or lenders, real-estate agents, legal advisers, 
and by the Veterans’ Administration itself. 

Mr. Suurorp. Let me ask you: Did you appear before the grand 
jury? 

Mr. Rearicx. Yes, sir. 

Mr. SHurorp. You appeared before the grand jury? 

Mr. Rearickx. At my own request, sir. 

Mr. Epmonpson. If I understood the witness correctly, he said he 
knew only what he had read in the papers about the finding of the 
grand jury, and since he has brought up the question of appearing 
before the grand jury, I think it might be well to direct his attention 
to paragraphs 1 and 2 of the finding of the grand jury. I don’t know 
whether they have been printed verbatim or not. 

We, the grand jury for the United States district court, sitting at El Paso, Tex., 
on this, the 8th day of April 1954, at the concluding of several days of investiga- 
tion— 
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May I ask, at that point: With regard to this 8th day of April 1954, 
would that have been the time at which you appeared before the 
grand jury? 

Mr. Rearicx. Yes, sir; that is when they made the report. 

Mr. EpMonpson (continuing reading): 

Make the following report concerning alleged violations of the veterans loan 
guaranty law. On the basis of testimony submitted to the grand jury, much of 
it conflicting, it is found that the intent of veterans guaranteed loan rights has 
been widely misinterpreted. It is believed that the conditions under which the 
alleged have occurred indicate a general laxity and disregard for the intent of the 
law by some veterans, mortgage firms, or lenders, real-estate agents, legal advisers, 
and by the Veterans’ Administration itself. 

Now, do you find any quarrel] with that language of the grand jury? 

Mr. Rearick. No, sir; I don’t have any quarrel with it. 

Mr. Epmonpson. I mean, you feel that is an accurate statement of 
the conditions that prevailed with regard to the intent of the law? 
Do you feel that the intent of the law has been disregarded? 

Mr. Rearick. Yes, sir; but I didn’t know that. And as soon as the 
investigators told me, in December of 1953, what their interpretation 
of the law was, I changed immediately, right then and there. I didn’t 
wait to see something in writing. 

Mr. Epmonpson. What additional precautions, now, do you make 
at the actual closing of the loan to assure that there is, at the time of 
the closing and the guaranty an actual intent to occupy by the veteran, 
which the law requires? 

Mr. Rearicx. The first thing that we did: We stopped closing 
GI transactions in our office unless it was an emergency or something 
of that nature. 

The second thing we did: We recommended to the lenders that 
they require en affidavit at the time of closing that the veteran 
intended to occupy as his own home at that time. And three of the 
lenders in El Paso have gone ahead and done that. 

Further than that, at the time that a man put up his earnest 
money, some time before the grand jury investigation, we put in our 
contracts the following provision: 

Purchaser hereby represents that he is purchasing the above-described premises 
for his own use and occupancy 

We have no quarrel, gentlemen, with regulations; my gosh, we are 
willing to cooperate and try to cooperate. 

Now, maybe our firm grew pretty fast. And as I look back on 
these things, there are lots of things I have done that I would be a 
lot more careful about, certainly, and get things in writing, instead of 
just being told. But sometimes it is a little difficult to get them in 
writing, too. 

Mr. Epmonpson. Do you feel that you went beyond what the VA 
regulations required in inaugurating these new practices of requiring 
the affidavit at the time of the closing? 

Mr. Rearick. Well, the first thing that I saw that showed the VA 
had changed what they had required was, as I was telling you, if I can 
find it here, now, the lenders letter that was issued April 4, 1955, in 
which they say that in the past year—the subject is “Third party 
transactions.””’ And they say: 

An entitlement is not being used properly if the veteran in advance of the closing 
of the loan arranges to sell or convey the property to a third party. To bring 
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this graphically to the veteran’s attention, VA Form 4—6720 warning re intention 
to occupy property as home, has within the last year been attached to each 
certificate of eligibility issued by the Veterans’ Administration. 

This, of course, was after the grand jury action, that they started 
doing that. 

There are circumstances, however, where this warning may not come to the 
veteran’s attention, such as through the use of an older certificate or where the 
certificate is mailed directly to the builder or lender. Unfortunately, there may 
be instances where, in spite of the warning, veterans have knowingly trafficked 
their certificates in contravention of the law. 

And there is some more to it. 

So I have no fight over the regulations at any time. I spent 4 
years in the Army, or almost 4 years, and I got along pretty good, and 
I took a lot of orders. And maybe I didn’t fully understand this 
thing. It is very apparent I didn’t understand it. But there is no 
case in 6 months that these investigators could uncover where I 
attempted to hide anything that I was doing. After all, many of 
these deeds are filed at the same time the other deed is filed. We have 
a commercial recorder in our town, which has all the deed transfers 
coming out in there, every day that the courthouse is open. And 
gosh, it is a well-known fact that I was buying property. 

Mr. Suurorp. Do you have the registration law of El Paso, in 
your county, requiring that all instruments be recorded? 

Mr. Rearickx. I think so, sir. 

Mr. Suurorp. So it was an absolute necessity for your own protec- 
tion, where you bought property, to have your deed recorded and the 
mortgage put on record. 

Mr. Rearick. Well, sir, if I had been trying to withhold anything 
from anyone—— 

Mr. Suurorp. Wait a minute. Let’s go back to that question. I 
was not intimating you were trying to withhold anything. All I was 
saying was that for your own protection you would have to record 
those instruments, wouldn’t you? 

Mr. Rearicx. Yes, sir. 

Mr. Suurorp. And it wasn’t a question of trying to withhold or 
not withhold. That was the proper method and the usual procedure 
to record your instruments. 

Mr. Rearick. Yes, sir. 

Mr. SuHurorp. And it was done in all transactions where title was 
transferred or mortgage given. 

Mr. Rearick. Yes, sir. 

Mr. Saurorp. And you did that just in the regular course of 
practice? 

Mr. Rearick. That is right. I also notified the lender, when I 
used to handle the transactions; and I have these letters here. 

Mr. Suvrorp. You certified to him that you had filed his mortgage, 
and probably gave him a receipt to show him the date it was filed and 
the hour. 

Mr. Rearicx. No, sir; the lender filed his own papers, and the title 
company would file the papers deeding the property to me. 

Mr. EpmMonpson. Do vou feel that this lender’s letter has operated 
to end all uncertainty or indefiniteness that may have been present 
in the past on the question of whether or not at the closing there still 
had to be an intent to occupy by the veteran? 
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Mr. Rearicx. I think it has helped a great deal, sir. But really, 
a simple affidavit that the loan closer sees, as well as the veteran 
purchasing the property, I think should be a requirement. I feel 
that it should be. Because if you have a piece of paper that is just 
cluttered up with a whole bunch of stuff, that is one thing. But if 
you have just a simple affidavit there, the veteran will pay very close 
attention to that. And, of course, I think the publicity that has gone 
on about these cases has slowed it up. 

But here is something I would like to point out. There are some- 
thing like 20 percent of the American families that are moving every 
year; and in our town there are 36,000 military and civilian personnel 
at Biggs and Fort Bliss. And those people come and go all the time. 
And when one of those men makes an application for a loan, his intent 
at that time can be the very best in the world, and he doesn’t know 
when he is going to get transferred. And he may be transferred the 
day before he closes out. Well, of course, now we know how that is 
handled. But if he is transferred the day after, he goes ahead and 
sells his property, because the title is passed to him. 

Starr Director. And if he did occupy the property under those 
circumstances and moved in in 1 day and got orders the next day to 
move, I don’t think there is any question about the transaction, as 
long as there exists a bona fide intent to occupy. There is a question 
where the GI and someone else join together in transactions and close 
one of these loans, when there is no intent to occupy. And as a matter 
of fact, there is very serious question as to whether the lender would 
not render his loan and the guaranty on such loan ineligible if he closed 
a transaction with that knowledge. Asa matter of fact, the Mortgage 
Investment Co. has represented in each of these cases to investigators 
that they had no knowledge that they were closing loans on properties 
guaranteed by the Veterans’ Administration where there was no intent 
to occupy. In fact, if they had known what was going on—and you 
indicated here this morning in your testimony that they must surely 
have known—they could not have enjoyed the benefit of the guaranty. 

Mr. Epmonpson. Mr. Rearick, I do not want to cut you off from a 
full statement, but we do have an additional witness waiting, and I 
wonder if it would not be possible to have the conclusion of what you 
have to say in the next 5 to 10 minutes, so that we could get on with 
this witness. Will that give you enough time to summarize what 
final comments you want to make here in this hearing? 

Mr. Rearick. Weil, sir, not really. 

Mr. Epmonpson. Well, would 15 minutes do it? 

Mr. Rearick. It is a big question, of course. I have made copies 
of these letters available to the Veterans’ Administration from time 
to time. If I may, I would like to read a couple more of them and 
answer any questions that come up. 

Mr. Epmonpson. All right. 

Mr. Rearick. This letter is signed by William M. Zuendt, president 
of the Home Mortgage Co. of El Paso, addressed to the Veterans’ 
Administration, Washington, D. C., dated March 8, 1954. 

GENTLEMEN: Mr. Harry O. Rearick of this city has requested that we write you 
in regard to our handling of VA loans in past years with his organization and in 
general. After a contract of purchase by a veteran has been signed and the veteran 


approved for a VA loan, we know of no instance in which the Veterans’ Adminis- 
tration canceled the application, even when requested to do so by the veteran. 
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To the best of the writer’s recollection, he discussed this very situation with Mr. 
Harvin, formerly of the Veterans’ Administration office in Lubbock, Tex., and 
Mr. Harvin confirmed this policy of the Veterans’ Administration, stating that 
once a loan was approved that was it. 

Now, as I pointed out in connection with the Sergeant Huskin 
letter, [ have letters from four companies in E] Paso that make GI 
loans saying something similar to this. Four of the lenders, four 
of the title companies, in El Paso, say that to their knowledge, once 
an application is approved, the Veterans’ Administration would not 
be party to breaking the contract. They said that if it was approved, 
that was it. 

Now, Sergeant Huskin, who had made application—and I am sure 
it was in good faith, because he did occupy the home—had a fight 
with his wife. Then he wrote the Veterans’ Administration and told 
them to please disregard his previous request. But they canceled it 
anyway. 

So there was a change in their understanding, too, I feel. 

Not only that. Dr. Atkinson, who talked to Mr. Harris, in the 
Lubbock VA office, called up, according to his statement, and told 
them that he was not going to occupy the house, He was occupying 
the house, but he told them he didn’t want to close the house, that 
he wasn’t going to continue to occupy the house. And he was refused 
by Mr. Harris, who absolutely told him “Nothing doing,” that he 
couldn’t do that. He came in to me, and as a matter of fact I talked 
to him about buying the house, or renting it, or selling it for him. 
And then, after being told that he couldn’t, they canceled Dr. Atkin- 
son’s loan application. 

Now, certainly we had the understanding that what we were doing 
was all right, or we wouldn’t have been doing it. 

I don’t know what else to tell you. I have all kinds of statements 
here from people. 

As I pointed out to the investigators, I had written letters to 
people out of State. I wrote a letter to Latta and told him that I 
would buy his house when he closed the loan. I called that to their 
attention. That has never been denied at all by me, because I did 
that. And as a matter of fact, Latta agreed to sell me the house. 

Then, after he agreed to sell me the house, he tried to get out of 
the transaction. 

Now, I don’t know what he told Mr. Bethel, or whoever he talked 
to at the Veterans’ Administration. But our contract was subject 
to their approval. And the Veterans’ Administration did not let 
him out of the transaction. 

Subsequently, I did purchase the Latta house, and he never occupied 
it. And I called it to their attention. 

Now, this I can’t prove, but if we have a statement from the 
veteran, Latta, I think that the statement from him was taken by 
the same people that I had questioned. I brought it up to the in- 
vestigators, because they told me, “If our people are wrong, we want 
to know it—if they are wrong in their understanding.” And so I 
brought this up to them. And I understand that they sent those 
people that were being questioned up to get a statement from the 
veteran. That I cannot prove, but I think the statement from the 
veteran will reveal that that is true. 

My partner and I have acted in complete good faith in these cases. 
We changed the minute we knew that the Veterans’ Administration 
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in Washington did not agree with what we were doing. And we have 
closed lots of real estate transactions since then. 

The Veterans’ Administration was in and out of our office while 
Mr. Swain and Mr. Weems were there. Every time they would come 
to town, practically, they would be in and out of the office. So they 
were well aware that the two veterans’ appraisers were there in our 


























other towns, used our files to get sales of property and resales of 
property. 

I showed Seth Woltz, an appraiser from somewhere else, in my 
office, files where I had purchased property and resold it—some of the 
very cases that have been brought up here. And we discussed it, 
saying, “Well, you are going to have to discount the resale price of 
some of these.”’ 

Starr Director. Who did you say you discussed that procedure 
with? 

Mr. Rearick. I say I showed Seth Woltz, a VA appraiser. 

Starr Director. Who is he? 

Mr. Rearick. He was from out of town, come there to make some 
appraisals. 

Starr Director. Was he a VA fee appraiser or an employee of the 
Veterans’ Administration? 

Mr. Rearick. I think he was a fee appraiser. 

Starr Director. To get the record absolutely straight, you are not 
offering that as an argument that the Veterans’ Administration was on 
notice that you were ‘taking title to these properties immediately upon 
closing of the loan; are you? 

Mr. Rearicx. I don’t know what the Loan Guaranty Section knew 
for sure. I just brought it up to show that my files were available 
and used by appraisers for the Veterans’ Administration, both locally 
and out of town. 

Starr Director. You are not saying that VA was on notice as to 
the fact that this kind of transaction was going on; are you? 

Mr. Rearicx. Not unless he used some of this information in his 
appraisal reports to them. 

Gentlemen, I am willing to answer any questions. I am willing to 
have you look at our books. I am willing to have you send someone 
to El Paso and go through anything that I have got there, including 
income-tax returns. I don’t know what else to tell you. Iam willing 
to answer any question that you have got. 

Mr. Epmonpson. I think the questioning has been concluded, Mr. 
Rearick. I do think that you might want to stand by until we have 
completed the questioning of the following witness, in the event he 
raises a question that you might want to commend on. 

Mr. Rearick. All right, sir. 

Mr. Epmonpson. I will call Mr. Swain. 

I think, Mr. Swain, we have a little formality here in connection 
with beginning your testimony. 

Subparagraph (j) of paragraph 25, rule XI of the House of Repre- 
sentatives directs that a copy of paragraph 25 of said rule shall be 
made available to the witness. Pursuant to the ruie, the witness 
will be furnished with a photostatie copy of said paragraph. 

Have you been supplied with the paragraph of this rule concerning 
the testimony of witnesses before House committees? 
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Mr. Swary. I don’t know whether I have or not. 

Mr. Epmonpson. I think Mr. Patterson is bringing one up for you 
how. 

I want to invite the attention of the witness to paragraphs (k) and 
(1) of paragraph 25, which the Staff Director will read at this point. 

Srarr Direcror (reading): 

(k) Witnesses at investigative hearings may be accompanied by their own 
counsel for the purpose of advising them concerning their constitutional rights. 

(1) The Chairman may punish breaches of order and decorum, and of profes- 
sional ethics on the part of counsel, by censure and exclusion from the hearings; 
and the committee may cite the offender to the House for contempt. 

Mr. Epmonpson. Do you have counsel? 

Mr. Swarn. No, sir. 

Mr. Epmonson. Will you rise and be sworn? 

Starr Director. Will you state your full name and address. 

Mr. Swain. A. B. Swain, 1700 Second Street, Gulfport, Miss. 

Srarr Director. Mr. Swain, do you swear that the testimony 
you are about to give in these hes arings is the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Swarn. I do. 

Mr. Jenkins. Mr. Swain, your occupation today is what? 
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Mr. Swain. I am not doing anything. 

Mr. Jenkins. Formerly, what was your occupation? 

Mr. Swain. I was in the real-estate and appraisal business. 

Mr. Jenkins. Where abouts? 

Mr. Swain. El Paso. 

Mr. Jenxins. How long were you there, Mr. Swain, in El Paso? 

Mr. Swarn. Oh, 30 or 40 vears. 

Mr. Jenkins. Were you in any other occupations other than real 
estate? 

Mr. Swain. Not for the last—Well, I did some building. 

Mr. Jenkins. How long were you in the contracting business? 

Mr. Swarn. Well, I have fooled around the construction busines 
all of my life. 

Mr. Jenkins. Mr. Swain, were you an appraiser for the Veterans’ 
Administration? 

Mr. Swarn. Yes, sir. 

Mr. Jenkins. You were a fee appraiser; were you not? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. What date were you appointed as a fee appraiser? 

Mr. Swatn. Oh, I don’t know. Way back somewhere in 1944 or 
1945, I think. 

Mr. Jenkins. Approximately, then, at the beginning of the pro- 
gram; is that correct? 

Mr. Swain. Yes. 

Mr. Jenkins. Were you also a fee inspector? 

Mr. Swatn. I was for a while. 

Mr. Jenkins. Over what period of time were you an inspector? 

Mr. Swain. I don’t remember when it was that they separated the 
inspectors and appraisers, but it must have been somewhere around 
1950. I don’t remember the date exactly. 
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Mr. Jenkins. Mr. Swain, how many fee appraisers were in E] Paso 
during the time that these cases were being discussed? 

Mr. Swain. Oh, I don’t think there were ever less than three, and 
they were coming and going. Some would be fee appraisers for a 
while and then for some reason quit, and then there would be someone 
else appointed, and he would quit, and then somebody else would be 
appointed. 

Mr. Jenkins. Then, as a general rule during this period from 1950 
through 1953 there was an average of three VA fee appraisers in El 
Paso; is that correct? 

Mr. Swain. I think that is correct. 

Mr. JENKins. You were there all during this time as a fee appraiser; 
were you not? 

Mr. Swain. Yes. 

Mr. Jenkins. And Mr. Bell? Was he also a fee appraiser? 

Mr. Swain. Yes. 

Mr. Jenkins. At what time did Mr. Weems become appointed as a 
fee appraiser? 

Mr. Swain. Oh, somewhere around 1947 or 1948, I think. 

Mr. Jenkins. Was Mr. Weems an understudy of yours? 

Mr. Swarn. No. He was in another office for a year or two. I 
don’t know how long, but for quite some time, before we got into the 
same office together. 

Mr. Jenkins. Then when you went together in the same offices, 
you were both qualified VA appraisers; is that correct? 

Mr. Swain. Yes. 

Mr. Jenkins. He was also a fee inspector; was he not? 

Mr. Swain. Yes. 

Mr. JENKINS. You used the same office, you said. 

Mr. Swain. Yes, sir. 

Mr. Jenkins. The same books? reference books? sales? 

Mr. Swain. Oh, at times; yes, sir. And sometimes different. 

Mr. Jenkins. And you as a general rule did appraisals together? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. Are you a member of the American Institute of 
Appraisers? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. How long have you been a member of this 
organization? 

Mr. Swarn. Since 1941, I believe. 

Mr. Jenkins, Mr. Swain, did you ever hold an official office in 
this institution? 

Mr. Swain. No, sir. 

Mr. Jenkins. Did you ever teach any of its courses? 

Mr. Swatn. No, sir. 

Mr. Jenkins. Did you ever take any of its courses? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. Which courses did you take? 

Mr. Swain. | took both I and II. 

Mr. Jenkins. Mr. Swain, are you a member of the Society of 
Residential Appraisers? 

Mr. Swain. I was several years ago, but for several years I haven’t 
been. 
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Mr. Jenkins. Well, approximately from 1950 to 1953, were you a 
member of the Society of Residential Appraisers? 

Mr. Swain. Somewhere along about that time. But I just don’t 
remember the exact years. 

Mr. Jenkins. Did you ever hold an official office with this society? 

Mr. Swat. No, sir. 

Mr. Jenkins. Are you familiar with the rules and regulations and 
the ethies of either or both societies? 

Mr. Swann. I think so. 

Mr. Jenkins. Mr. Swain, isn’t it true that both the basic ethics 
and the bylaws of those institutions and the fundamental principle of 
the appraisal profession is that an appraiser should not make an 
appraisal of any property that he has an interest in, prospective or 
future, unless it is made known to his client? 

Mr. Swarn. Yes, sir. 

Mr. Jenkins. Then you do understand that in the appraisal pro- 
fession you should not make an appraisal on any property that you 
have an interest in unless you have so advised your client? 

Mr. Swarn. Yes, sir. 

Mr. Jenkins. If you do not advise your client, is it not also against 
the etics that you make the appraisal? 

Mr. Swarn. Will you repeat the question? 

Mr. Jenkins. If you don’t tell him that you have the interest in 
the property, then you should not make the appraisal; isn’t that right? 

Mr. Swarn. That is right. 

Mr. Jenxrns. Being that you have been a fee appraiser with the 
Veterans’ Administration for a long period of time, do you recall 
back in the beginning they issued certain directives and instructions 
to the fee appraisers? 

Mr. Swarn. Oh, there were directives coming through right along. 

Mr. Jenkins. And didn’t they state in those that you shouldn’t 
make any appraisals in any property in which you had an interest? 

Mr. Swain. Yes. 

Mr. Jenkins. Mr. Swain, I will also ask you if you haven’t time 
and time again executed a VA Form 1803, which is called an appraisal 
report? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. You generally use this on individual cases; do you 
not? 

Mr. Swain. Yes, sir. 

Mr. JenkINs. You use a narrative form on committee cases? 

Mr. Swarn. Yes, sir. 

Mr. Jenkins. Aren’t you required to make the same certification 
on both types of appraisals? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. I would like to read what the certification says here. 

I hereby certify that I have carefully viewed the property described in this 
report, inside and outside, so far as has been completed; that it is the same prop- 
erty that is identified in the description, in my appraisal assignment. I have no 
interest, present or prospective, in the applicant property or mortgage, exeept— 
And then there is a place in there for you to put in any exceptions; 
isn't that right? 

Mr. Swain. That is right. 
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Mr. Jenkins. And you have executed that many times; have vou 
not? 

Mr. Swain, Yes. 

Mr. Jenkins. I will also ask you, Mr. Swain: While you were an 
inspector, have you ever executed VA form 1839, which is a compli- 
ance-inspection report? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. I will also ask you if there isn’t a certification on 
that about interest in the property? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. And doesn’t that certification say that— 

I certify that I have carefully inspected the property, in which I have no 
interest, present or prospective. 

Mr. Swarn. That is right. 

Mr. Jenkins. And you have signed that many times. 

Mr. Swain, you heard Mr. Rearick’s statement here about your 
interest in the Lakeside Development Co. 

Mr. Swan. Yes, sir. 

Mr. Jenkins. Did you own 160 shares? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. Did you pay cash for them? 

Mr. Swarn. Yes. 

Mr. Jenxins. And that involved some 415 lots, didn’t it? 

Mr. Swan. Yes. 

Mr. Jenkins. Did you make any appraisals on those lots? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. At what time did you make the appraisals? After 
you had paid for your 160 shares? 

Mr. Swarn. Yes. 

Mr. Jenkins. And yet you made the certification that you had no 
interest in those properties, did you not? 

Mr. Swarn. In most of fhem I don’t think I did, and I didn’t know 
it if I had an interest of any of them at the time I made the appraisal. 

Mr. Jenkins. Mr. Swain, you mean to say that you owned 160 
shares of stock in the Lakeside Development Corp., and that corpo- 
ration owned this 415 lots; is that correct? 

Mr. Swain. That is correct. 

Mr. Jenkins. And therefore you had an interest in the company 
and in the properties that they owned, did you not? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. And yet you made appraisals on those lots? 

Mr. Swarn. Lots that they had sold. 

Mr. Jenkins. Who sold the lots? 

Mr. Swarn. Mr. Pat DeWitt was the agent selling the lots. 

Mr. Jenkins. The company, Lakeside Development Co., sold the 
lots, did they not? 

Mr. Swain. Yes. 

Mr. Jenkins. And you shared in the proceeds, the profits, of those 
sales, did you not? 

Mr. Swarn. Yes. 

Mr. Jenkins. And you had no interest in those lots? 

Mr. Swarn. Not after they were sold. 

Mr. Jenkins. They were sold based upon your appraisal, were 
they not? 
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Mr. Swain. No, sir. 

Mr. Jenkins. In no instance? 

Mr. Swarn. No, sir. Not that I knew anything about. 

Mr. Jenkins. Mr. Swain, did Mr. Yarbrough buy 33 of those lots? 

Mr. Swarn. I expect he did. 

Mr. Jenkins. Didn’t you make the appraisal on that project? 

Mr. Swarn. I made some of them; yes, sir. 

Mr. Jenkins. I am talking about the 33 lots. I will give you the 
exact 

Mr. Weaver. I am wondering of the witness understands your 
question properly, as to whether he had an interest in it or not. I just 
wonder if he understood your question. His answer seems a bit 
inconsistent. 

Mr. Jenkins. I will ask you again: At the time you made the 
appraisal on these lots for these various builders, didn’t you have an 
interest in the Lakeside Development Co.? 

Mr. Swarn. In the Lakeside Development Co.; yes, sir. 

Mr. Jenkins. And the Lakeside Development Co. was selling these 
lots to the builders? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. And you were making appraisals on the lots? 

Mr. Swain. Yes, sir; after they were sold. 

Mr. Epmonpson. Then at that point, may I ask the question of 
the witness now: 

You say that you made the appraisal after they were sold? 

Mr. Swain. Yes, sir. 

Mr. Epmonpson. Was the sale consummated before the loan was 
approved? 

Mr. Swain. Well, I thought so. Or I never would have made the 
appraisal, if I had thought that title was in the development company. 

Mr. Epmonpson. Did not the loan have to be approved before the 
deed was delivered and the guaranty was assured for the transaction? 
They didn’t deliver any deeds 

Mr. Swain. Not to my knowledge. 

Mr. Epmonpson. You mean it is your understanding that they 
delivered a deed to the veteran before his loan application was 
approved? 

Mr. Swain. It was my understanding that the lots were to be sold 
for cash, and that when a contractor had put in for an appraisal on 
8, 10, or 12 lots, the lots were his. 

Mr. Epmonpson. Then how did the VA appraiser enter the picture, 
if you didn’t have a veteran buyer in prospect there? Were these 
for advance commitments on the lots? Is that the situation? 

Mr. Swain. That is the way I understand it. They were gotten 
by builders. 

Mr. Epmonpson. To assure that there would be availability of GI 
loans on the property in the event that they were put up for sale to 
veterans; is that the idea? 

Mr. Swain. Yes. 

Mr. Epmonpson. I see. 

Mr. Jenkins. Mr. Swain, I want to refer to what is known as VA 
Appraisal 97 B—14—501-33. That is for 33 lots in Miller’s Lakeside 
addition. The request for the appraisal was submitted by J. C. 
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Yarbrough, and it was assigned to you on April the 16th, 1951. Do 
you have that? 

Mr. Swain. I don’t know whether I have that or not. I have 
one here for 33 houses for Yarbrough. 

Mr. JENKINS. Does that show you received the appraisal on April 
16 from the VA, in 1951? 

Mr. Swain. The appraisal is dated the 24th. 

Mr. Jenkins. Thai is the date you made the appraisal, is it not? 

Mr. Swain. Yes. 

Mr. Jenkins. That is the one I have reference to. My records 
show that you made the appraisal dated April 24, 1951. 

I will ask you, Mr. Swain, if it isn’t true that Mrs. Longenecker, 
your secretary, was also secretary of the Lakeside Development Corp.? 

Mr. Swain. Yes. 

Mr. Jenkins. I will ask you if that appraisal for those 33 lots isn’t 
in the Lakeside addition? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. | will also ask you if it isn’t true that the records 
show that you made your appraisal report on April 24, 1951. 

Mr. Swarn. Yes, sir. 

Mr. Jenkins. | will also ask you if you know it isn’t a fact that on 
May 3, 1951, the lots were deeded to Mr. Yarbrough. 

Mr. Swain. No, sir; | didn’t know that. 

Mr. Jenkins. Yet your secretary was the secretary to the Lakeside 
Development Corp. who had arranged for that transfer, wasn’t she? 

Mr. Swain. She was secretary for them part of the time, and 
could have been at that time. 

Mr. Jenkins. You mean that you did not know that Mr. Yar- 
brough did not own those properties at that time? 

Mr. Swain. No, sir. I didn’t know it. 

Mr. Jenkins. Isn’t it true that you made the plans and specifica- 
tions for numerous of the builders that built in Miller’s Lakeside 
Addition? 

Mr. Swarn. I made some, yes. 

Mr. Jenkins. Isn’t it also true that when they filed with the VA 
you knew they only had an option on the land? 

Mr. Swain. No, sir, I didn’t know anything about any options. 

Mr. Jenkins. Mr. Swain, did you have an interest in the El Paso 
Valley Homes, Inc. 

Mr. Swain. Yes, sir. 

Mr. Jenkins. What was your interest with that company? 

Mr. Swain. Twenty-five percent. 

Mr. Jenkins. Did you pay cash for that? 

Mr. Swain. Yes. 

Mr. JENKINS. Who were the other 75-percent owners? 

Mr. Swain. Mr. R. F. Miller owned 25 percent, I think, and A. G. 
Burton 25, and the Associated Investment Co. 25. 

Mr. JenKINs. Who is the Associated Investment Co.? 

Mr. Swain. That is some interest of Mr. Murchison’s. 

Mr. Jenkins. Who did you say was the Associated Investment 
Co.? 

Mr. Swain. I say that was one of the companies Mr. Murchison 
was interested in. I don’t know who-all was interested in it. 
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Mr. Jenkins. You had no interest in that? 

Mr. Swain. No, sir. 

Mr. Jenkins. Mr. Swain, over what period of time did you own 
this property, this interest in the E] Paso Valley Homes? 

Mr. Swarn. From the time it was organized until it was dissolved. 

Mr. Jenkins. Did it buy any lots that you appraised? 

Mr. Swarn. I don’t think so. 

Mr. Jenxrns. Did you make any plans and specifications for it 
to be submitted to the VA for building? 

Mr. Swarn. Yes, sir. I probably did. 

Mr. Jenkins. And didn’t you receive those assignments back to 
appraise your own work? 

Mr. Swain. No, sir. 

Mr. Jenxrns. Who made the appraisals on that? 

Mr. Swain. Well, I don’t recall now. Mr. Weems and someone, I 
suppose. I don’t remember. 

Mr. Jenkins. You didn’t make any for that outfit? 

Mr. Swatn. No, sir. 

Mr. Jenkins. Mr. Weems was in your office. 

Mr. Swain. Yes, sir. 

Mr. Jenkins. Did he help you make the plans and specifications? 

Mr. Swarn. No, sir. 

Mr. Jenkins. But they went to Lubbock, to the regional office, and 
then came back to your partner, or your associate, there, Mr. Weems: 
isn’t that correct? 

Mr. Swain. Well, he wasn’t an associate. He was just a fee 
appraiser. 

Mr. Jenkins. Mr. Swain, with reference -to Roy W. Carey, a 
builder there, you made an appraisal for him for 11 lots at Lakeside 
Addition, did you not? 

Mr. Swain. I did. 

Mr. Jenkins. Did you know at the time you made the appraisals 
on that, that he did not own the lots? 

Mr. Swain. No, sir, I didn’t. 

Mr. Jenkins. And yet all this time the corporate books in the 
Miller’s Lakeside Development Co. were available to you, because 
your salbetaey had them there in her desk, didn’t she? 

Mr. Swarn. Yes. I could have looked it up. But I just thought 
they had paid cash for it. 

Mr. Jenkins. Isn’t it one of the appraiser’s duties that he should 
look into it to see what the ownership is that is involved in the case 
of the person he is making the appraisal for? 

Mr. Swain. Yes. 

Mr. Jenkins. And you didn’t do that? 

Mr. Swain. Oh, I knew approximately what those lots were 
selling for. 

Mr. Jenkins. You established the value on them, didn’t you? 

Mr. Swarn. On the ones I appraised? 

Mr. Jenkins. Yes. 

Mr. Swain. Yes, sir. 

Mr. Jenkins. There was no time that you knew of that any of the 
builders bought those lots with the condition that they would wait 
until you made the appraisal? 

Mr. Swain. No, sir, I never knew that. 
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Mr. EpmMonpson. And yet in each instance those individuals were 
acquiring the land from a company in which you owned considerable 
stock ownership? 

Mr. Swain. Sixteen percent. But I had nothing to do with the 
sales whatever. 

Mr. Jenxrvs. Did you make any inspections whatever in Miller’s 
Lakeside Addition? 

Mr. Swain. I don’t know whether I did or not. I don’t remember 
just when it was that I quit making inspections. I don’t remember 
that date. 

Mr. Jenkins. Well, did Mr. Weems make most of them, or did he 
make some? Let’ s put it that way. 

Mr. Swain. I think when we first started at Miller’s Lakeside, the 
appraisers were making inspections. Then later the Veterans’ 
Administration changed it, and they had separate inspectors from the 
appraisers. But I don’t know whether I remember about what date 
that was changed or not. But after they changed that, I made no 
more inspections. 

About October or November 1951, I think, was when they employed 
separate inspectors. 

Mr. Jenkins. Mr. Swain, going back to those 33 lots that you 
appraised for Mr. Yarbrough, didn’t you later on get a request for a 
review of your appraisal, with the idea of getting an increase of $400 
on each lot? 

Mr. Swain. I might have. I don’t know. 

I don’t seem to have that, if I did. 

Mr. Jenkins. You were in several business ventures with Mr. Yar- 
brough, were you not? 

Mr. Swarn. Well, a couple. 

Mr. Jenkins. Did you make the preliminary arrangements for his 
application in this case for the increase in the CRV? 

Mr. Swarn. I don’t recall that I did. A lot of times those con- 
tractors would come in after they would get their CRV’s kicking 
about the values we put on it, and in every instance I would tell them 
just to write to Lubbock and see what Lubbock would say. 

Mr. Jenkins. But you did most of that work for Mr. Yarbrough, 
didn’t you? 

Mr. Swarn. That type work? No, sir. 

Mr. Jenkins. Isn’t it true that Mr. Yarbrough came to you and 
you interceded in many instances in his behalf in the troubles that he 
had with the Lubbock office? 

Mr. Swain. No, sir, not any more than with any other builder. 

Mr. Jenkins. Isn’t it true that you numerous times called the 
Lubbock regional office on the telephone and talked to someone there 
to straighten out a problem that Mr. Yarbrough had? 

Mr. Swain. | don’t recall that. 

Mr. Jenkins. Do you know whether or not Mr. Yarbrough has 
made the statement time and again that he could go to Mr. Swain 
and he would pick up the phone and call Lubbock and get all his 
difficulties straightened out in a matter of minutes? 

Mr. Swain. No, sir, I didn’t know that. 

Mr. Jenkins. Mr. Swain, you have had numerous conferences with 
Mr. Homer R. Robbins, haven’t you? 

Mr. Swain. Yes, sir. 
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Mr. Jenkins. Mr. Robbins was assistant chief of the appraisal 
section of the Lubbock office, was he not? 


Mr. Swarn. I don’t just recall his specific title. 


He was up there. 


Mr. Jenkins. He was one of the officials, then, of the Loan Guar- 


anty Division. 
Mr. Swaln. 
Mr. JENKINS. 


tions in E] Paso? 
Mr. Swarn. I don’t recall it. 
Mr. Jenkins. Do you recall that Mr. Robbins warned you and 

cautioned you about making appraisals on any properties you might 

have an interest in? 
Mr. Swain. No, sir; 


Mr. 


Mr. 


lots, or 


after? 


You know that. 
That is the way I understood it. 
Did he ever talk to you about your business connec- 


I don’t recall that. 
JENKINS. Mr. Swain, do you remember the instance where you 
and Mr. Yarbrough picked up the option on Mr. J. W. Chamness, Jr.? 

Mr. Swain. Yes, sir. 


Jenkins. Did you pick that option up before he bought the 


Mr. Swarn. I don’t remember whether it was before he bought the 
afterwards. The appraisal was made some several weeks 


lots or 
before. 


Mr. 


JENKINS. You made the appraisals on the properties that Mr. 
Chambers had made the request on, didn’t you? 


Mr. Swain. Yes, I think Mr. Weems and myself made them. 
Mr. Jenkins. That is correct. 
Mr. Epmonpson. Let me ask a question here in connection with 
these appraisals for Mr. Yarbrough. 
Did Mr. Yarbrough purchase several different groups of lots from 
Or only the one 33-lot 


companies 


develoy 


yment? 


in which you were interested? 


Mr. Swain. I think he bought some more in that same addition. 


lam n 
Mr. 


Yarbrough had acquired from the company in which vou were inter- 
ested that the appraisal that you put on those lots for GI loans might 


ot sure. 


Epmonpson. Did you have any thought in your mind at the 
time that your were making these appraisals on the lots which Mr. 


in some way influence Mr. Yarbrough in whether he bought some more 


lots? 
Mr. 
Mr. 


any other similar additions. 


houses. 


Swain. No, sir, it never occurred to me. 


Epmonpson. Didn’t it occur to you that if those lots didn’t 
appraise very high he probably wouldn’t be interested in buying more 
lots, where if they got good high appraisals, permitting good liberal 
loans, he would probably want to buy some more of those lots? 

Mr. Swarn. I don’t think those lots were appraised any higher than 


to do with it. 


Mr. 


Epmonpson. Well, 


And when they first started out down 
there in Lakeside, I didn’t make the appraisals on the first bunch of 
That was done by Mr. Larrick from Lubbock and some man 
from Odessa and two fee appraisers there in E] Paso, and I had nothing 


it would just seem to me elementary 


that where you had a number of lots for sale and an individual bought 
some of these lots for you and was a potential customer for other 


lots from you, you would hesitate to come in and perform functions 


such as appraising the lots that he was buying from you. 
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seem to me elementary—that it would be very difficult to divorce 
your interests from the interests of the Government in connection 
with those lots. 

Did you experience any difficulty at all along that line? 

Mr. Swain. No. It never occurred to me. 

Mr. Suurorp. May I ask just a few questions? 

Mr. Swain, let’s get your interest, for my information, in these 
various properties. 

In the Lakeside Development Co., you were the owner of 160 
shares. 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Also in that was Mr. Miller, Mr. R. F. Miller, 
Mr. A. G. Burton, Mr. Patrick DeWitt, Mr. Harry O. Rearick, and 
the Property Management Co. Now, the Property Management Co. 
was owned and controlled by Mr. F. M. Murchison. 

Mr. Swarn. I| think that is correct. 

Mr. SHurorp. And the interest these people had in it, these 260 
shares from Mr. Miller, 100 shares from Mr. Burton, 160 for you, 
and 160 for Mr. DeWitt, and 160 for Mr. Rearick—those are the 
correct proportions of your ownership of this Lakeside Development 
Co.? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Now, then, the Lakeside Development Co. bought 
a piece of property which was developed into approximately 400 lots. 

Mr. Swain. Yes. 

Mr. Suurorpb. And it was your interest as well as that of the other 
gentlemen to dispose of these lots at an advantageous figure. 

Mr. Swain. Yes, sir. 

Mr. SHurorp. Certain of the lots were conveyed or sold to con- 
tractors for the building of houses. 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Certain of the lots were sold to individuals. That 
is correct, isn’t it? 

Mr. Swain. I think there were some individual lots sold, yes. 

Mr. SuHurorp. Now, then, you also were in the El Paso Construc- 
tion Co. You had 20 percent of the stock in that company too, 
didn’t you? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And that was owned 20 percent by you, 20 percent 
by DeWitt & Rearick, 30 percent by Mr. Joe C. Yarbrough, and 30 
percent of the stock by Mr. Murchison. 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Now, Mr. Murchison was also connected with the 
mortgage company, wasn’t he? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And so Mr. Murchison, and all of you gentlemen, 
were the owners of a piece of land; your own development company, 
your own insurance company, and some of you were in the mortgage 
company. Now, that is correct, isn’t it? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Now, then, you were also in the El Paso Valley 
Homes, Inc.? 

Mr. Swain. Yes, sir. 

Mr. SuHurorp. You owned 25 percent of the stock in that? 
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Mr. Swain. Yes. 

Mr. Suvurorp. And Mr. Miller and Mr. Burton and the Associated 
Investment Co., in which Mr. Murchison was of interest, owned 
75 percent of the El Paso Valley Homes, Inc. That is the percentage 
of ownership of that corporation, isn’t it? 

Mr. Swarn. Would you repeat that? 

Mr. Suurorp. Twenty-five percent to you, 75 percent to Mr. 
Miller, Mr. Burton, and the Associated Investment Co.? 

Mr. Swain. Yes. 

Mr. Suurorp. They owned 75 percent. 

Now, then, you had the Model Building Co. 

Mr. Swain. No. I had nothing to do with that, sir. 

Mr. Suurorp. You did not have any stock in it? But did you 
derive any profits from any of the sales of that company? 

Mr. Swarn. I don’t remember just what the date was, but I had 
bought personally 11 sites and paid $5,500 for them, and I made plans 
and specifications intending to build the houses myself. And along 
about that time I had purchased 20 percent in the El Paso Construc- 
tion Co. So rather than fool with building the houses myself, I 
deeded that property to the El] Paso Construction Co. and gave them 
the plans and specifications for which they got appraisals. 

Mr. Suurorp. Now, for your conveyance, too, the Model Homes 
Co., though you were not a stockholder, the Model Homes Co. gave 
you a 20-percent interest? 

Mr. Swain. Well, the way that happened: You see, I owned this 
land that I paid $5,500 for, and the plans and specifications for which 
El Paso Construction Co. got commitments from the Veterans’ Admin- 
istration and were going to build 11 houses in the El Paso Construction 
Co., and for some reason, I don’t know what, Mr. Yarbrough asked 
if I had any objections to the Model Building Co. building the 11 
houses, just so long-as I got my 20 percent profit. 

Mr. Suvurorp. So you did have a material interest in that company, 
though you did not own any stock? 

Mr. Swatn. I didn’t own anything. I don’t know who did own it. 

Mr. Suurorp. You didn’t own the stock, but you did get 20 percent 
of the profits? 

Mr. Swain. Of the profits on the 11 houses? 

Mr. Suurorp. On the 11 houses. 

Mr. Swain. Yes. 

Mr. SuHurorp. Was the amount you got on the 20-percent profit 
more than the purchase price you paid for the land? 

Mr. Swarn. No, sir, I don’t think so. 

Mr. Suurorp. Well, did you ever get paid for your land? 

Mr. Swain. Oh, yes. When I deeded it to El Paso Construction 
Co., they gave me a check for $5,500. 

Mr. Suurorp. They paid you that, and then in addition to that 
you got 20 percent of the profits of the houses? 

Mr. Swain. Yes, sir. 

Mr. SHurorp. When they were sold. So you did make on that 
transaction at least 20 percent of the value of those houses, the sale 
price of those houses? 

Mr. Swarn. No, the profits. 

Mr. SuHurorp. Twenty percent of the profits, I mean. 

Mr. Swain. There was no profit on the sale of the land whatever. 
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Mr. Suurorp. No, there was no profit on the sale of the land, but 
you did in addition to your purchase price get a profit on the sale of 
the houses? 

Mr. Swain. Yes. 

Mr. Suurorp. Now, then, you also were in Economy Housing? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And you had 25 percent of the stock in that, and 
Mr. Miller and Mr. Burton had 75 percent. Mr. Miller had 50 and 
Mr. Burton had 75. 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Now, then, you were also in the R. F. Miller Co.? 

Mr. Swain. Well, I didn’t actually own any stock in the R. F. 
Miller Co. 

Mr. Suurorp. What was your interest in that company? 

Mr. Swain. He wanted to build some houses, under R. F. Miller 
Co., and said that if Mr. Burton and myself would look after it he 
would pay us the same percentage of profits in relation to our stock 
in Economy. But I had no interest whatever. 

Mr. Suurorp. You had no interest in it? 

Mr. Swain. No, sir. 

Mr. SuHurorp. Now, Mr. Murchison is one of the chief owners of 
the Mortgage Investment Co.? He is president of it? 

Mr. Swain. That is my understanding; yes. 

Mr. SuHurorp. That is your understanding, that he is one of the 
chief ones in the mortgage company? 

Mr. Swain. Yes. I don’t know who owns it. 

Mr. Suurorp. And he is also interested in the Lakeside Develop- 
ment Co., or was? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. He was also interested in the El Paso Valley Homes 
Co. 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And also interested in the Lakeside Development 
Co. where Mr. Rearick and Mr. DeWitt. They were both interested 
in that company. Is that correct? 

Mr. Swarn. In Lakeside, yes. 

Mr. Suurorp. And in the El Paso Construction Co.? 

Mr. Swain. Yes. 

Mr. Suurorp. And in the Model Building Co.? 

Mr. Swarn. I don’t know about the Model. 

Mr. Suurorp. I mean the El Paso Valley Homes Co. 

Mr. Swain. No, sir. 

Mr. Suurorp. The Associated Investment Co.? Didn’t you just 
testify that that was Murchison? 

Mr. Swain. I thought you said Mr. Rearick. 

Mr. Suurorp. No, I may have made a mistake on that. But 
Mr. Rearick was in El Paso Construction Co. and the Lakeside De- 
velopment Co.? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And he was in there with Mr. Murchison and you 
in both of those companies? 

Mr. Swarn. Yes, sir. 

Mr. Suurorp. Now, who is Mr. Miller? What business is he in? 
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Mr. Swarn. Oh, he is a real estate man that has been there in El 
Paso for years. 

Mr. Suurorp. And you have been associated with him for years? 

Mr. Swain. No; just since about 1948 or 1950. 

Mr. Suurorp. And who is Mr. Burton? 

Mr. Swain. He is a brother-in-law of Mr. Miller. 

Mr. Suurorp. So they have traded together considerably, and you 
have traded with them considerably, over the past few years? 

Mr. Swarn. Yes, sir. 

Mr. Suurorp. Now, who is Mr. Yarbrough? 

Mr. Swain. He is a builder. 

Mr. Suurorp. He is a builder. Now, all of this property and the 
appraisal of this property—it was property in which you, mostly, 
Mr. Rearick, Mr. DeWitt, Mr. Miller, and Mr. Burton were 
interested? 

Mr. Swarn. We had been; ves, sir. 

Mr. Suurorp. On these cases that have been listed here—you 
have been over the list; have you not? 

Mr. Swarn. Yes, sir. 

Mr. Suurorp. In case No. 1, just to take that for example, did 
you make the apprasial in the Aguilar case? 

Mr. Epmonpson. That is 1001, Carlos M. Aguilar. 

Mr. Suurorp. Aguilar. Maybe I cannot pronounce these names 
right, but you bear with me. 

Mr. Swain. I don’t know whether I did that or not. 

Mr. Suurorp. Haven’t you any records of these appraisals? 

Mr. Swarn. No, sir. When I moved from El Paso about 11 months 
ago, I left a lot of that stuff out there. 

Mr. Suurorp. Don’t you think it would have been important if you 
had kept those records with you? 

Mr. Swarn. Well, I think they are out there. 

Mr. Suurorp. Now, can you tell me about case No. 2, here, Amis? 
Did you make the appraisal in that? 

Mr. Swarn. I don’t recall. 

Mr. Saurorp. You don’t recall making the appraisal in that. 

Do you remember the case of Anderson, Tillman Anderson, of Fair- 
field Drive? Did you make the appraisal in that? 

Mr. Swatn. I made some out in Ciela Vista Park. 

Mr. Suurorp. What company owned Ciela Vista Park? 

Mr. Swatn. I don’t know. Ciela Vista is a big addition, and there 
must be several hundred houses out there, and I don’t know who owns 
them. 

Mr. Suurorp. Well, did you make the appraisal in the Arendahl 
case? 1505 Fairfield Drive? 

Mr. Swain. It is possible. 

Mr. Suurorp. Do you remember? 

Mr. Swan. No, sir. 

Mr. Suurorp. You don’t remember anything about that? 


Mr. Swarn. No, sir; but that is all in Ciela Vista. But I don’t 


know who owned the land. 
Mr. Suvurorp. Did you make the appraisal in the Beech case? 
Mr. Swain. Which one is that? 
Mr. Suvrorp. That is No. 1005. 
Mr. Swarn. I could have. I don’t recall. 
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Mr. Suurorp. You don’t recall any of them. How about the 
Chambers case? 

Mr. Swain. And I don’t know who owned the land in the Hacienda, 
except just from hearsay. 

Mr. SHurorp. You have a list of these cases; have you not? Look 
down and tell me if there are any in there that you can remember 
making the appraisal, or any that you can say that you did not make 
the appraisal. 

Mr. Swain. There are some that I know I didn’t make, and there 
are some that I could have made. I don’t have these appraisals. 

Mr. SuHurorp. And those were papers that you left in El Paso 
when you left El Paso, about 18 months ago? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Who has your records in El] Paso? 

Mr. Swain. I think Mr. Weems has. I! think I left them with him. 

Mr. Suurorp. Let’s go back a little further. Where did Mr. 
Miller make his office, Mr. Miller and Mr. Burton? 

Mr. Swarn. Mr. Burton didn’t have any office. 

Mr. Suurorp. Mr. Burton didn’t have any office? 

Mr. Swain. No. Mr. Miller was upstairs from where I was prac- 
tically all the time 

Mr. Suurorp. Well, you had your office, you and Mr. Weems had 
your office, in with Mr. Rearick and Mr. DeWitt. 

Mr. Swain. Yes, sir. We were in that office from about 1948, 
when Orndorff & Miller owned and operated a real estate business 
there, and we were officing in there. 

Mr. SHurorp. And then you had Mrs. Longenecker as your 
secretary? 

Mr. Swarn. Yes, sir. 

Mr. Suurorp. She was also secretary to Mr. Weems? 

Mr. Swain. Well, she wasn’t his secretary. 

Mr. SHurorp. You and Mr. Weems were not partners? 

Mr. Swain. No, sir. 

Mr. SuHurorp. But you were associated and frequently made 
appraisals together; didn’t you? 

Mr. Swain. Yes, sir; we did. 

Mr. SuHurorp. And you exchanged notes in making your appraisals? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. Now, then, in this office where you, Mr. Weems, 
Mr. Rearick, and Mr. DeWitt had offices, you say Mr. Miller was 
upstairs over that office, in the same building? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And where was the property management’s office? 

Mr. Swain. I don’t know, unless it was down at the Mortgage In- 
vestment Co. 

Mr. Suurorp. That was the one that Mr. Murchison had? 

Mr. Swan. Yes. 

Mr. Epmonpson. Will the gentleman yield for a question? 

Mr. Suurorp. Yes, I will be delighted to yield. 

Mr. Epmonpson. In connection with these appraisals, can the 
witness state whether or not he did, in the course of his service as an 
appraiser there, at any time, to his knowledge, appraise property in 
which there was an interest in the property on the behalf of Mr. 


Rearick or Mr. DeWitt? 
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Do you know of your own knowledge whether you did appraise 
any property in which they were interested? 

Mr. Swain. I don’t know what the ownership of the land was in 
Hacienda Heights. 

Mr. Epmonpson. Can you state whether or not you know of any 
property that you appraised in which Mr. DeWitt or Mr. Rearick 
had an interest? 

Mr. Swarn. I don’t believe I recall it. 

Mr. Epmonpson. I didn’t catch that. 

Mr. Swain. I say I don’t think I can recall any right now. 

Mr. Epmonpson. You can’t recall any. Can you recall whether 
you ever appraised any property in which Mr. Miller had an interest? 

Mr. Swarn. No, sir. 

Mr. Epmonpson. You have already testified that you do recall 
appraising lots in which Mr. Yarbrough had an interest. Isn’t that 
correct? 

Mr. Swain. Yes, sir. 

Mr. EpmMonpson. Mr. Yarbrough was a business associate of yours 
in at least one firm, was he not? 

Mr. Swarn. Later, ves. 

Mr. Epmonpson. You mean he was not associated with you in 
any business way at the time that you made the appraisal? 

Mr. Swain. Not at the time we made the appraisal of these 33 
houses in Lakeside. I don’t think so. 

Mr. Epmonpson. In the instance of Mr. Burton, do you know of 
any property that you ever appraised in which Mr. Burton was 
interested? 

Mr. Swain. I don’t recall any. 

Mr. Sxurorp. Just 1 or 2 more questions, Mr. Swain, on that 
Now, then, where did you get your requests for appraisals from: these 
veterans? Who requested you to appraise them? 

Mr. Swarn. The veterans office out of Lubbock. 

Mr. Suurorp. Where was the place? In what town? 

Mr. Swain. The Lubbock office, the regional office. 

Mr. Suurorp. The Lubbock regional office. And all of them 
came to you from that office? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. What percentage, if you remember, of the veterans 
loans in El Paso, did you make? Appraisals, I mean. 

Mr. Swarn. I don’t have any idea. I imagine up until I left there, 
probably 50 percent, 40 to 50 percent. 

Mr. Suvurorp. In the other two appraisers—you say there were 
three in El Paso, Mr. Weems—— 

Mr. Swarn. And Mr. Bell. 

Mr. Suurorp. And Mr. Bell. About what percentage would Mr. 
Weems make? 
be Mr. Swarn. I think he would have gotten more than Mr. Bell. 
T’just don’t recall how many. 

w Mr. Suurorp. Where was Mr. Bell’s office? 
# \ir. Swarn. He was out in the eastern end of the city, out at 
the Logan Lumber Co., part of the time. 

Mr. Suurorp. He was sort of removed from the retail section of 
the city? 

Mr. Swain. Yes, sir. 
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Mr. Suurorp. But at least 75 percent, wouldn’t you say, or maybe 
more, of all the veterans loans in El Paso were appraised by you and 
Mr. Weems? 

Mr. Swain. I would hate to say a percentage, but I would say 
most of them. Because we were the only ones that were continuously 
appraising. These others would be appraised for a few months or a 
year, or so, and quit, and they would get another one. 

Mr. Suurorp. Do you know how many appraisals you made i 
Lakeside Development Co.? 

Mr. Swain. No, sir; I do not. 

Mr. Suurorp. Let me get vour theory on this ownership business. 
See if I am thinking the way you are thinking. 

You say you never made an appraisal where you were interested 
in the property? 

Mr. Swain. Not that I know of. 

Mr. Suvurorp. Not that you know of. You made appraisals | 
Lakeside Development Co.? 

Mr. Swarn. Yes. 

Mr. Suurorp. Then you considered that when a man made an 
application or signed a contract to purchase a piece of property in 
which you were interested, at that time and for the purpose of making 
a loan to the VA, you no longer had an interest in the property? 

Mr. Swarn. I thought he had purchased outright. 

Mr. SHurorp. W ell, vou knew the practice, pretty well, didn’t you? 

Mr. Swarn. No, I didn’t know it. Because we had an understand- 
ing that they were to pay cash. 

Mr. SHurorp. Mr. Yarbrough, in that one, bought an option, 
didn’t he? 

Mr. Swain. As I say, I didn’t know that. 

Mr. Suurorp. You didn’t know that? 

Mr. Swarn. No, sir. 

Mr. SuHurorp. You appraised a lot of individual lots for veterans 
out there, didn’t you? 

Mr. Swain. I probably did. But I don’t think the individual 
bought the lot. 

Mr. SuHurorp. Well, you knew the general practice, that a contract 
of purchase was made by a veteran, and he had to get a loan in order 
to pay the purchase price. You knew that practice, didn’t you? 

Mr. Swain. Yes, sir. 

Mr. Suurorp. And you knew that you made an appraisal to the 
VA to accept that loan for the property, didn’t you? 

Mr. Swarn. Yes, sir. 

Mr. SHurorp. So you knew actually that until your appraisal had 
been approved or accepted by the VA, the veteran did not own 
the property? 

Mr. Swain. Yes. But I thought the contractor owned it, not the 
veteran, but the contractor. 

Mr. Suurorp. You didn’t do all of it just for contractors. You 
did some of it for individual veterans, didn’t you? 

Mr. Swain. I don’t recall that I did. 

Mr. Suurorp. You don’t recall that you did. Of all that 50 per- 
cent of the appraisals, yours was all for contractors? 

Mr. Swain. I thought you were talking about Lakeside. 
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Mr. Suurorp. Well, in Lakeside or El Paso Valley Homes. Did 
you ever make any out in those for individuals? 

Mr. Swarn. No, sir. 

Mr. Epmonpson. Would the gentleman yield? 

Mr. Saurorp. Yes; I think I am through. 

Mr. Epmonpson. I have just been sitting here thinking about one 
of the responses that you gave us, Mr. Swain. You have testified that 
you probably did 50 percent of the appraisals during the period, say, 
from 1950 to 1954, that were concluded there, on GI loans. 

Mr. Swain. No; I didn’t mean to say from 1950 to 1954. I said 
from the inception. I don’t know how many I did make. 

Mr. EpMonpson. You made literally hundreds, and even thousands, 
of appraisals, I will assume. 

Mr. Swary. Well, hundreds. It couldn’t have been many thou- 
sands. 

Mr. Epmonpson. For a period of several years, you occupied an 
office in which you sat within a few feet from Mr. Rearick of DeWitt 
& Rearick. 

Mr. Swain. Yes, sir. 

Mr. Epmonpson. And yet a minute ago when I asked you if you 
knew whether you had ever made an appraisal of any property in 
which Mr. Rearick was interested, you testified that you did not know. 
Can vou honestly testify under oath that you did not know at any 
time that you appraised a piece of property in which Mr. Rearick, or 
DeWitt & Rearick, were interested? 

Mr. Swain. I said I didn’t know who the ownership of Hacienda 
Heights was. I made lots of appraisals in Hacienda Heights. 

Mr. Epmonpson. Can you answer me directly now? As you sit 
here today, can you state that you do not know that you ever appraised 
a piece of property in which Mr. Rearick or DeWitt & Rearick has an 
interest? 

Mr. Swain. I don’t recall that. 

Mr. Sisk. Would the gentleman yield? 

Mr. Epmonpson. I will be glad to yield. To me that is ridiculous, 
that you could sit there in a room with this man day in and day out, 
years at a time, and state here to this committee under oath that you 
never knew of any property in which he was interested that you 
appraised. 

Mr. Swarn. I said unless he was interested in Hacienda Heights. 
I don’t recall the others. 

Mr. Sisk. Mr. Swain, you were a fee appraiser. Right? 

Mr. Swain. Yes, sir. 

Mr. Stsx. Who paid your fee? 

Mr. Swain. Well, the contractors paid it when you did a committee 
appraisal. If you did one for a veteran, where the veteran was named 
in the appraisal, he paid it. 

Mr. Sisk. Who paid you the fee on the 33 lots you appraised for 
Mr. Yarbrough? 

Mr. Swarn. He did. 

Mr. Stsx. Mr. Yarbrough paid you? 

Mr. Swain. Yes. 

Mr. Sisk. You never at any time received a check for a fee from the 
firm of DeWitt & Rearick? 

Mr. Swarn. I think so. 
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Mr. Sisk. Well, if you did, now: Did you ever make an appraisal 
for DeWitt & Rearick? 
Mr. Swain. We made an appraisal for a Mexican builder, and for 
some reason I don’t think the aioe were ever built. And I think, if 
I remember correctly, they assumed the responsibility of paying that 
fee. 
Mr. Sisk. Do you mean that DeWitt & Rearick never gave you but 
one check? 
Mr. Swain. Oh, I don’t know. They might have given me some 
checks. I don’t know. 
Mr. Sisk. Why would they have given you any checks at any time? 
Mr. Swain. Well, as I say, I just don’t recall. But if I made an 
appraisal for them, I just don’t know it. 
Mr. Sisx. Going back just a minute, now, you stated that you had 
received checks from DeWitt & Rearick? 
Mr. Swain. I said I think they paid for one appraisal. 
Mr. Sisk. And so far as you know, you never received but one 
check from DeWitt & Rearick for a fee for appraisal? 
Mr. Swain. I received so many checks for the past few years, that 
I would not want to make that statement. 
Mr. Sisk. Now, Mr. Swain, let’s back up a little bit. You were a 
fee appraiser. Was that one of your principal incomes? 
Mr. Swarn. It was a substantial income; yes, sir. 
Mr. Sisk. And you mean to say that you cannot recall any of the 
major concerns that you appraised for? 
Mr. SwaIn. Yes. 
Mr. Sisk. You have forgotten all of them? 
Mr. Swain. No, sir. But if I had a request for an appraisal for 
DeWitt & Rearick, I just don’t remember it. Now, if I am wrong on 
that, 1 would be glad for Mr. Rearick to correct me. 
Mr. Sisk. In view of the fact that you have testified already that 
you did somewhere in the neighborhood of 50 percent of the appraisals 
over a period of years, there, I believe going from 1946 through 
1953; is that correct? 
Mr. Swain. Yes, sir. 
Mr. Sisk. You took in a considerable amount of money in fees. 
Correct? 
Mr. Swain. Yes, sir. 
Mr. Sisk. Do you remember how many concerns you did appraisal 
for? 
Mr. Swain. No. It was quite a few. 
Mr. Sisk. Quite a few. Is that 6, 10? Would you state approxi- 
mately how many firms you may have appraised for? 
Mr. Swain. Oh, I expect for 20 or 30 builders or more. 
Mr. Sisk. 20 or 30 builders. 
Mr. Swarn. And then quite a few individual appraisals, where 
a fellow would have 1 house or maybe build 2 or 3 houses and wouldn't 
get an appraisal on them until they were finished, until they were 
sold, and then get an individual appraisal. 
Mr. Sisk. Who were among the larger operators that you were 
appraising for in El Paso? Name a few of the larger ones. 
Mr. Swain. Well, Yarbrough was one, and Bill Elliott. 
Mr. Sisk. Who? 
Mr. Swain. Bill Elliott. 
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Mr. Sisk. Who was Bill Elliott? 

Mr. Swain. Well, he was a builder there. And I did one for—I 
don’t recall the name of the firm, but Dan Ponder was interested 
in it. And then there was a firm out of Roswell that came in there 
and built a lot of houses. I made those. 

Mr. Sisk. Did you at any time ever receive a check for an appraisal 
fee from the Lakeside Development Co.? 

Mr. Swain. I don’t recall it. 

Mr. Stsx. Will you repeat your answer? 

Mr. Swain. I say I don’t recall it. 

Mr. Sisk. Are you saying that maybe you did? 

Mr. Swain. I say I don’t recall receiving the check. But I never 
made an appraisal for the Lakeside Development Co. 

Mr. Sisk. Well, you would not have received a check for an 
appraisal if you had not made an appraisal; would you? 

Mr. Swatn. Not unless I had made one for somebody and in some 
way they got the money and then paid me. But I never made an 
appraisal for the Lakeside Development Co. 

Mr. Sisk. But you did receive checks for fe2 appraisals from DeWitt 
& Rearick? 

Mr. Swatn. I just don’t recall. I don’t know whether I did or did 
not. 

Mr. Sisk. Well, now, you have already testified that you did. 

Mr. Swain. I said I thought I received one. 

Mr. Sisk. That is all, Mr. Chairman. Sorry to take the time. 

Mr. Weaver. Were you aware of any of the transactions of DeWitt 
& Rearick while you officed in conjunction with them? 

Mr. Swarn. Not many of them; no, sir. 

Mr. Weaver. Well, how could you have a financial interest in these 
companies with Mr. Rearick, without knowing what was going on and 
what the transactions were? 

Mr. Swarn. I just knew when they would sell a bunch of lots to 
some builder down there. 

Mr. Weaver. Well, in view of the number of transactions that 
they bandled and the number of appraisals that you made, don’t 
you think it would be reasonable to assume that you must have made 
some of those? 

Mr. Swain. I say I could have, but I don’t recall it. 

Mr. Weaver. Don’t you agree that that would be a fair statement? 

Mr. Swain. Which? 

Mr. Weaver. That in view of the transactions that they handled, 
the number of appraisals you made, it would be reasonable to assume 
that you must have made some of those appraisals in which DeWitt & 
Rearick had an interest? 

Mr. Swarn. I could have, but I don’t recall. 

Mr. Weaver. Is that a fair statement? 

Mr. Swarn. It is reasonable that I could, yes, sir, but not knowingly. 

Mr. Jenkins. Mr. Swain, going back to the Lakeside Development 
Corp., you paid a dollar a share for your shares, did you not, of the 
160 shares? 

Mr. Swan. Yes, sir. 

Mr. Jenkins. So you had an investment of $160. 

I will also ask you if you didn’t receive a salary from that corpora- 
tion. 





IIOA TTATTQYATON YDYOLVKMIIT aAVDITITA AT PTT pach Try 








to 


se 


SO 
pe 
el; 
sie 
th 


ar 
th 


kr 
nc 





HOUSING IRREGULARITIES IN EL PASO, TEX. 1183 


Mr. Swain. Yes, sir. 

Mr. JENKINS. In addition to that, you made two different loans 
to that corporation; didn’t you? 

Mr. Swain. I made some. I don’t know how many. 

Mr. Jenkins. And they paid you interest for your loans? 

Mr. Swaln. Yes, sir. 

Mr. JENKINS. That was for operating capital; was it not? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. The records we have here show that vou made a net 
profit after deducting the $160 you paid in and the return of your 
money of $17,942.45. Is that correct? 

Mr. Swain. It probably is. 

Mr. Jenkins. So you had an interest in this total of 412 lots 
that yielded you almost $18,000; didn’t you? 

Mr. Swarn. I don’t recall the exact amount. If that is the record 
you have, I wouldn’t dispute it. 

Mr. JENKINS. Now, you were just answering some of the other 
members of the committee, here, Mr. Swain, about how you were 
always under the impression that the builders paid cash for their lots. 
Is that correct? 

Mr. Swain. Yes, sir; it is. 

Mr. JENKINS. How about the case of Roy W. Carey? Did he pay 
cash for his lots? 

Mr. Swain. He didn’t, but I didn’t find that out until after the 
appraisal was made. 

Mr. JENKINS. The truth of the matter in that case is that he gave 
a note; didn’t he? 

Mr. Swain. Yes. 

Mr. Jenxrns. And he gave the note to the Lakeside Development 
Corp. Is that right? That was for 11 lots? 

Mr. Swatn. I believe he did. J don’t know who he gave the note 
to. I didn’t see the note. 

Mr. Jenkins. You bought part interest in that note; didn’t you? 

Mr. Swain. I did. 

Mr. Jenkins. And you never saw the note? 

Mr. Swain. No, sir. 

Mr. Jenkins. How could you buy an interest in the note and never 
see the note, Mr. Swain? 

Mr. Swarn. Well, Mr. Rearick told me about when these lots were 
sold that there had been a misunderstanding, and that in order to 
pay Lakeside cash, he and Mr. DeWitt were going to take his note; 
else he gave a note to Lakeside which they took over and gave Lake- 
side the cash for. And he asked me if I would he Ip him by taking a 
third of it. 

Mr. Jenkins. How much was that third? 

Mr. Swain. As well as I remember, it was $4,500 and something. 

Mr. Jenkins. Our records here show—and you correct me if they 
are wrong—that you gave DeWitt & Rearick $4,375 for a third of 
that note. 

Mr. Swarn. I think that is correct. 

Mr. Jenkins. But at the time you made the appraisal, didn’t you 
know that that was on the Lakeside Development Corp. books as a 
note? 

Mr. Swain. No, sir, I didn’t. 
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Mr. Jenkins. And yet those books and papers were right there 
next to your desk in Miss Longenecker’s—— 

Mr. Swarn. I don’t remember whether they were upstairs. But 
that was the reason that note was made, because there was a misunder- 
standing about the payment; that Mr. Miller was holding out for cash 
on the lots and that somebody had told Mr. Carey that he wouldn’t 
have to pay cash, and in order to straighten the thing out—I learned 
all this later—he gave a note to Lakeside, for which DeWitt & Rearick 
agreed to take over, and then I took a third of the note. 

Mr. Jenkins. Mr. Swain, to complete the picture, now, on the 33 
lots, the first case I mentioned to you, that Joe Yarbrough bought, 
you made the appraisal, and then later on he made a request for a 
$400 increase on each one of those lots. You said you did not have 
your records with you. Is that correct? 

Mr. Swarn. I don’t remember whether he asked $400 on the lots. 

Mr. Jenkins. On the CRV? 

Mr. Swain. Yes. 

Mr. Jenkins. Our records show that on November 2, 1951, you 
recommended that increase of $400. Is that true? 

Mr. Swary. It might be. There were a lot of them, not only his, 
but other builders, who would kick on the values, and write Lubbock, 
and Lubbock would ask us and go over and see what we could find. 

Mr. Jenkins. That is true. But I am talking about this particular 
case of these 33 lots. Our records show that you did recommend this 
$400 increase in the CRV. 

Mr. Swain. I say it might be. 

Mr. Jenxins. Now, Mr. Swain, in order to set the record straight, 
there has been a lot of talk about the value on the lots. I believe you 
said that the value on these lots was more or less pegged by somebody 
other than yourself. Isn’t that correct? 

Mr. Swain. At the beginning, down at the lower end, where the 
cheaper houses were built. 

Mr. Jenkins. That is correct. But you set the value on the lots 
in the rest of the subdivision, did you not? 

Mr. Swain. No, sir. 

Mr. Jenkins. Who did? 

Mr. Swain. Whoever was appraising. 

Mr. Jenkins. The ones you were appraising, you set the value, 
didn’t you? 

Mr. Swain. Yes. 

Mr. Jenkins. And you kept track of all those appraisals and saw 
that the continuity on the lots was such that they were receiving a 
comparable value? 

Mr. Swain. What I thought was a fair value. 

Mr. Jenkins. And you in addition to that also established a value 
for the improvements? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. And those values for the improvements were predi- 
cated on the value of some of the plans and specifications that you had 
yourself made; isn’t that correct? 

Mr. Swarn. I don’t remember that I made any of the plans and 
specifications on any of them that I appraised. 

Mr. Jenkins. Well, will you say you did or did not make any of the 
plans and specifications for any of the houses built in Lakeside Devel- 
opment Corp. development? 
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Mr. Swain. No; I think I made some. 

Mr. Jenkins. All right. Then if you made some, you did establish 
a value on your own plans and specifications, didn’t you? 

Mr. Swain. I don’t think that I appraised any that I made. 

Mr. Jenkins. Who appraised them? Mr. Weems? 

Mr. Swain. Mr. Weems or Mr. Bell or somebody. 

Mr. Jenkins. Wasn’t it a known fact, Mr. Swain, among all of the 
trade in El Paso, that there were only three, let us say, full-time VA 
appraisers in El Paso, and that was you, Mr. Weems, and Mr. Bell? 

Mr. Swain. For a while. 

Mr. Jenkins. So that anybody dealing in VA loans would know 
that one of you three men would get the appraisal, wouldn’t he? 

Mr. Swain. Well, I think so. 

Mr. Jenkins. Isn’t it true that on these committee cases they 
always had to have two appraisers? 

Mr. Swain. Yes. 

Mr. Jenkins. Then wouldn’t it mean that either you or Mr. Weems 
or Mr. Weems and Mr. Bell would be the two? 

Mr. Swain. Or me and Mr. Bell. 

Mr. Jenkins. That is correct. So in. combination you or Mr. 
Weems had your finger in every one of the committee appraisals. 

Mr. Swain. Yes. Sometimes it happened that there was an 
out-of-town man. 

Mr. Jenkins. Sometimes they would bring a man from the East, 
where there was a dispute in the value, wouldn’t they? 

Mr. Swarn. I didn’t know anything about any dispute in value. 

Mr. Epmonpson. I would like to ask Mr. Swain how it happened 
that of the six participants in Lakeside Development Co. ownership, 
when you said there was some kind of misunderstanding in the Carey 
transaction—how did it happen that you volunteered to come in and 
buy $4,375 worth of a note from Mr. Carey? 

Mr. Swain. That was after the appraisal was made, and when 
they had this misunderstanding. 

Mr. Epmonpson. Well, had you been a party to the misunderstand- 
ing? Had you misled Mr. Carey in any way? 

Mr. Swain. No, sir; I hadn’t discussed it with him at all. 

Mr. Epmonpson. Well, what relationship between you and Mr. 
Rearick impelled you to come in and assume $4,375 worth of the face 
of that note? 

Mr. Swain. Well, I don’t know the details of the thing, but as I 
understood it, Mr. Miller was insisting that he pay cash for the lots, 
and Mr. Carey claimed that Mr. DeWitt told him that he didn’t 
have to pay all cash. And then in order to get the thing straightened 
One 

Mr. Epmonpson. Well, was it just an accommodation to Mr. DeWitt 
and Mr. Rearick that you came up with $4,375 cash? 

Mr. Swain. Well, they had the notes there, and they just told me 
they were a little pressed for cash at that time, and would I take a 
third interest in it. 

Mr. Epmonpson. And so you just figured it was a good investment, 
or a favor to Mr. DeWitt and Mr. Rearick. 

Mr. Swain. I thought it was a good note. 

Mr. Jenkins. Did you make the appraisals on the Carey houses? 

Mr. Swain. Yes, sir. 
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Mr. Jenkins. Did you make the inspections? 

Mr. Swain. No, sir. 

Mr. Jenkins. Mr. Swain, I ask you again about the case of Mr. 
Chamness. He bought or elected to get an option on 28 lots from 
Miller’s Lakeside subdivision, didn’t he? 

Mr. Swain. No; I don’t believe so. I think that was in Hacienda. 

Mr. Jenkins. Well, I refer you to VA Committee Case No. 57—C- 
14501—28, wherein Mr. Chamness, Jr., submitted a request to the 
Veterans’ Administration for the appraisal of 28 lots in the Miller 
Lakeside subdivision. 

Mr. Swarn. You say Mr. Chamness? 

Mr. Jenkins. Mr. J. W. Chamness, Jr. 

Mr. Swain. I don’t recall that. 

Mr. Jenxins. I will also ask you, Mr. Swain, if it isn’t true that 
Mr. Yarbrough purchased five lots that Mr. Chamness had already 
paid for in that deal and took his option up on the other 23, and that 
you were a party to it with Mr. Yarbrough? 

Mr. Swarn. Not in Lakeside. We had a deal in Hacienda Heights. 

Mr. Jenxrns. Was this project in Hacienda Heights, where you 
took up the option, or Mr. Chamness did? 

Mr. Swary. Mr. Yarbrough took over 26 or 28 houses, and I had 
an interest in 12 of them. 

Mr. Jenkins. When did you make the appraisal on that? 

Mr. Swarn. October 9, 1950. 

Mr. Jenkins. Then, according to your records, on October 9, 1950, 
you made the appraisal on these 28 lots in Hacienda Heights. Is 
that correct? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. Did you have an interest in Hacienda Heights? 

Mr. Swain. No, sir. 

Mr. Jenkins. How much interest did you have in these 28 lots? 

Mr. Swarn. I didn’t have any at the time I made the appraisal. 

Mr. Junxins. I mean after Mr. Yarbrough bought them. 

Mr. Swain. I had a fourth interest in 12 of them. 

Mr. Jenkins. What did you pay for that fourth interest? 

Mr. Swarn. I had made a lot of plans and specifications for Mr. 
Yarbrough from the time that he first started building, and he told 
me that he had these and offered to let me take a fourth interest in 
12 of them for the services that I had rendered him. 

Mr. Jenkins. Who made the inspections on those 12 houses that 
you had an interest in? 

Mr. Swain. [don’t know. I think Mr. Weems did. 

Mr. Jenkins. According to our records, Mr. Swain, you received a 
check from Mr. Yarbrough for $2,370.72, which represented your 
fourth interest in those 12 houses; is that correct? 

Mr. Swann. I think it is. 

Mr. Jenkins. And you did no work on this subdivision for that? 
That was something that he owed you from work in the past? 

Mr. Swarn. Yes. 

Mr. Jenkins. Plans and specifications that he had submitted to 
the Veterans’ Administration? 

Mr. Swain. Yes. 

Mr. Jenkins. Isn’t it true that most of those plans and specifica- 
tions found their way back into your hands to appraise? 
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Mr. Swain. There were a lot of them. The Veterans’ Adminis- 
tration asked me to help these contractors with these plans and speci- 
fications, and for a while there I was spending more than half of my 
time with all the different builders all over town. 

Mr. Jenkins. Mr. Swain, according to our information, you made 
six inspections on these houses that we are just talking about. Do 
you affirm or deny that? 

Mr. Swarn. If I did, I didn’t know it. 

Mr. Jenkins. What was your answer? 

Mr. Swain. I say if I did, I didn’t know it. I was under the 
impression that Mr. Weems made them. 

Mr. Jenkins. Well, our information is that Mr. Weems made it 
on the balance of them, that you made the inspections on the first six, 
which you had an interest in. Is that correct? 

Mr. Swarn. I had an interest in 7500 through 7511 Acapulco. 

Mr. Jenkins. The first 12 houses built; is that correct? 

Mr. Swain. Yes. 

Mr. Jenkins. Then if the record shows you made the inspections 
on the first 6, you really inspected 6 of your first 12 houses. 

Mr. Swarn. Well, if I did, I didn’t know it at the time. 

Mr. Sisk. Will the gentleman yield just for 1 minute? You didn’t 
know what? 

Mr. Swain. I didn’t know that those were the six houses. 

Mr. Sisk. You mean you had an interest in 6 houses, but you didn’t 
know you had the interest in 6 houses? 

Mr. Swarn. I didn’t know which six. 

Mr. Sisk. Well, you just gave the addresses of the ones you had an 
interest in. 

Mr. Swain. Yes. There were several hundred houses. 

Mr. Sisk. Well, you didn’t know what streets you were inspecting 
on at the time you were inspec ting? 

Mr. Swain. At the time I inspected, I did, ves. 

Mr. Sisk. If you knew the location, ‘which you have already cited, 
and you know the addresses of the houses you inspected, therefore 
you know whether they were a duplicate, or not. You certainly 
could say “Yes” or “No” to that 

Mr. Swain. No, I didn’t know that I made any of those 12 until he 
told me then. 

Mr. Sisx.That is all. 

Mr. Epmonpson. I would like to ask the witness this question. 
I think you have just testified that along about October 9, 1950, you 
and Mr. Yarbrough became associated together in joint ownership of 
some houses in Hacienda Heights. Is that right? 

Mr. Swarn. I think it was later than that. 

Mr. Epmonpson. Well, I had understood the date of October 9 
1950, to be supplied as the date. 

Mr. Swain. That was the date I made the appraisal. It was in 
December. 

Mr. Epmonpson. Then in December of 1950, you acquired a part 
ownership of those lots. Is that right? 

Mr. Swain. Yes, sir. 

Mr. Epmonpson. Now, a little bit ago you testified that in connec- 
tion with the 33 lots that Lakeside Development Co. had, that Mr. 
Yarbrough had acquired, you did do the appraisal on that. 
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Mr. Swarn. I think so. 

Mr. Epmonpson. And I think I asked you at that time if you were 
associated with Mr. Yarbrough at that time in business, and you 
stated that you didn’t become associated with him until later. And 
yet here we have an instance that in December 1950 you bad a business 
association with Mr. Yarbrough. 

Mr. Swarn. Well, I had reference to that El Paso Construction Co. 
at that time, and I just didn’t recall this. 

Mr. Epmonpson. So in 1951, when you appraised the 33 lots which 
Mr. Yarbrough had bought from Lakeside Development, you had at 
that time a business association with Mr. Yarbrough over in Hacienda 
Heights. Isn’t that correct? 

Mr. Swarn. Yes. 

Mr. Jenkins. Let’s go on to another one, here. There was a builder 
by the name of Nick Abraham. Do you remember him? 

Mr. Swain. Yes. 

Mr. Jenkins. Isn’t it true that you and Mr. Yarbrough took over 
some of his lots? 

Mr. Swan. We made an appraisal for his brother, and he trans- 
ferred his interest to Nick. And then after the houses were about 
half finished, he was involved out there east of El Paso in a big cotton 
undertaking and he wanted me and Mr. Yarbrough to just look after 
finishing those houses. 

Mr. Jenkins. Well, you did that, didn’t you? 

Mr. Swain. Yes. 

Mr. Jenkins. What was your agreement with Mr. Yarbrough 
about your interest in these? There were 16 lots? 

Mr. Swan. Yes. 

Mr. Jenkins. What was your interest, then, with Mr. Yarbrough 
in this undertaking? 

Mr. Swain. I had a fourth interest. 

Mr. Jenkins. And Mr. Yarbrough gave you a fourth interest for 
doing what? 

Mr. Swan. Well, it was for that same thing, that Chamness 
thing, where I had made a lot of plans and specifications for him and 
helped him on the plans and specifications from the time he started. 

Mr. Jenkins. You made some inspections on those, didn’t you, 
Mr. Swain? 

Mr. Swain. I made six of those, and those appraisals were made 
for a contractor by the name of Regan. And I was going to say when 
we took them over the houses were half or two-thirds finished, and 
I didn’t know that the Regan houses were in these 16. 

Mr. Jenkins. But you were making the inspections, weren’t you, 
Mr. Swain? 

Mr. Swarn. I don’t know whether I made the second. I made 
the first and possibly the second before we took them over. 

Mr. Jenxrns. Did you make any afterwards? 

Mr. Swarn. I say I made the final inspection on 6 of them at that 
time, and I didn’t know that they were in these 16. I thought the 
16 were farther down the street. 

Mr. Jenkins. You mean to say you were making inspections on 
houses and you didn’t know who the builder was? 

Mr. Swain. I thought it was Regan. 
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Mr. Jenkins. Well, did you make your inspection report out to 
Regan? 

Mr. Swatn. I don’t know who I made it out to. I don’t remember. 

Mr. Jenkins. Well, you had your committee case numbers and 
all that to keep yourself straight, didn’t you? 

Mr. Swan. Yes, sir, but as I say, I don’t recall. 

Mr. Jenkins. Well, aren’t you supposed to leave a copy of the 
inspection report with the builder? 

Mr. Swarn. Yes, but sometimes it is just a foreman. 

Mr. WEAVER. Considering the code of ethics of your appraisal 
work, do you think it was ethical for you to be making appraisals 
where there was a doubt in your mind as to whether you had an 
interest in the houses or not? 

Mr. Swarn. I wouldn’t where I knew I had an interest. 

Mr. Weaver. Well, answer the question. Do you think that was 
ethical for you to be making inspections where there were houses 
concerned where you possibly could have had an interest in them? 

Mr. Swain. Yes. 

Mr. Weaver. You think that is ethical? 

Mr. Swain. No. 

Mr. Epmonpson. Well, do you think it is ethical to make appraisals 
for property in which you know that a business associate of yours 
who is sharing profits with you on other houses is interested? 

Mr. Swain. Well, I did that, and it probably wasn’t discreet. 

Mr. Epmonpson. Well, how about the ethics of it? Let’s forget 
about the discretion and look at the ethics of it. Do you think it 
is ethical? 

Mr. Swain. No, I don’t think it would be proper. 

Mr. Jenkins. Back to this case of the Abraham deal, you and 
Mr. Yarbrough took over, and you completed the 16 houses? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. You did make some inspections? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. What else did you do to earn your profit of 25 
percent that you got for taking them over with Mr. Yarbrough? 

Mr. Swarn. From the time they had started building the “houses, 
I had consulted with him and helped him on his plans and specifica- 
tions. 

Mr. Jenkins. This was another payment, then, for stuff you had 
done for him in the past? 

Mr. Swain. It was all about the same time. 

Mr. Jenkins. Our records show that Mr. Yarbrough, then, on 
June 12, 1951, gave you a check for $1,044.90, plus a fourth inter- 
est in a $5,500 note, of which you ultimately realized $1,387 for your 
25 percent interest: Is that correct? 

Mr. Swain. Yes. 

Mr. Jenkins. Mr. Swain, what about the Joseph place project? 
Do you remember that one? 

Mr. Swain. Yes. 

Mr. Jenkins. I will ask you if you didn’t have an interest in the 
Joseph place land. 

Mr. Swarn. Yes, sir. 

Mr. JENKINS. That appraisal was assigned to you, was it not? 
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Mr. Swain. Yes, sir. 

Mr. Jenkins. And did you notify the VA regional office that you 
had an interest at the time that you received the appraisal? 

Mr. Swan. Yes, sir. 

Mr. Jenkins. Immediately upon receipt of it? 

Mr. Swain. I don’t know how soon, but I notified them that I had 
an interest in it and didn’t want to make the appraisal. 

Mr. Jenkins. Let’s get the record straight on this. Isn’t it true 
that you received the appraisal on it and did nothing about it, and 
then the Lubbock office wrote you one of their routine letters and 
wanted to know why you were holding up? Isn’t that true? 

Mr. Swain. No. I don’t recall that. 

Mr. Jenkins. Isn’t it true that they asked you what was the holdup, 
and at that time you told them that you had an interest in it? 

Mr. Swain. Well, no, if I was holding it up, I was not holding it up 
for any cause or reason. 

Mr. Jenkins. Mr. Swain, isn’t it true that this Joseph place proj- 
ect was being considered to be purchased by the Texas Co.? 

Mr. Swain. Yes, sir. 

Mr. Jenkins. And that is the reason why you held up your ap- 
praisal? 

Mr. Swain. Well, no. After the appraisal was assigned to some- 
one—I don’t know whether it was Weems or Bell—we told them not 
to appraise it until we knew what we were going to do with the land. 

Mr. Jenkins. What do you mean, Weems or Bell? You had 
the assignment, didn’t you? 

Mr. Swarn. But I told Lubbock I didn’t want to appraise it, and 
they reassigned it. 

Mr. Jenkins. Whom did they reassign your part to, Bell, or Weems? 

Mr. Swarn. I don’t know. 

Mr. Jenkins. Bell and Weems got it? 

Mr. Swain. I think so. 

Mr. Jenkins. But you did sell it to the Texas Co., didn’t you? 

Mr. Swain. Yes. 

Mr. Jenkins. Who was the loan guaranty officer at the time all 
this was going on? 

Mr. Swain. Mr. Harvin. 

Mr. Jenkins. What is his first name? 

Mr. Swain. C. M. Harvin, I believe. 

Mr. Jenkins. What is he favorably known as? What is his 
nickname? 

Mr. Swain. They all call him Dad Harvin. 

Mr. Jenkins. Dad Harvin, isn’t he? How long have you known 
him? 

Mr. Swarn. Oh, since I have been doing fee appraisal work. 

Mr. Jenkins. Since 1944, about, haven’t you? 

Mr. Swain. Yes. 

Mr. Jenkins. Have you ever had any business dealings with him? 

Mr. Swain. No, sir. 

Mr. Jenkins. Have you ever entered into any contracts or relation- 
ships in the way of business with him? 

Mr. Swat. No, sir. 

Mr. Jenkins. Are you in business with him today? 

Mr. Swain. Mr. Harvin? 
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Mr. Jenkins. Yes, sir. 

Mr. Swain. No, sir. 

Mr. Jenkins. Do you know where he is? 

Mr. Swain. No, sir. 

Mr. Jenkins. Didn’t he leave Lubbock about the same time you 
left El Paso? 

Mr. Swain. I don’t know just when he retired. I think he left a 
little before I did. 

Mr. Jenkins. Where did he go? 

Mr. Swain. I don’t know. 

Mr. Jenkins. Isn’t he in Mississippi there with you? 

Mr. Swain. No, sir. I haven’t seen him. 

Mr. Weaver. Mr. Swain, I would like to go back to another ques- 
tion, If I may. On these various companies in which you had an 
interest, 1 presume that with any business company you would have 
occassional meetings? Isn’t that correct? As to what was going on? 

Mr. Swarn. Occasionally, yes. 

Mr. Weaver. Where were those meetings held? 

Mr. Swain. They were usually held in Mr. Miller’s office. 

Mr. Weaver. All of them? 

Mr. Swain. Well, I don’t know that all of them were. 

Mr. Weaver. How about the ones in which you and Mr. Rearick 
were interested, but in which Mr. Miller was not interested? 

Mr. Swain. I don’t know whether I ever attended one of those 
meetings or not. I was only at one, at El Paso Construction Co. 

Mr. Weaver. But if you had a financial interest in it, wouldn’t it 
have been to your benefit and advantage to have attended the meeting 
so that you would be informed? 

Mr. Swain. It might have. But if I attended any meeting, I don’t 
recall it. 

Mr. Weaver. Well, how were you kept informed, then? How 
were you kept informed as to the progress of the company and what 
they were doing, if you didn’t attend any of their meetings? 

Mr. Swain. Oh, they would make some reports. 

Mr. Weaver. Written reports? 

Mr. Swarn. I think so; yes, sir. 

Mr. Weaver. Who would make those reports to you? 

Mr. Swain. Some auditor. 

Mr. Weaver. I see. Who kept charge of the minutes of these 
various meetings of these companies? 

Mr. Swarn. I don’t know. 

Mr. Weaver. I presume that minutes were prepared, of course? 

Mr. Swarn. I don’t know who kept them for El Paso Construction 
Co. 

Mr. Sisk. Will the gentleman yield? 

This Mr. Miller that you speak of: Is he a rather wealthy man in 
El Paso? 

Mr. Swain. I wouldn’t say so; no sir. 

Mr. Weaver. He didn’t finance or furnish a major part of the 
money for any of these companies that have been mentioned here and 
that various people are connected with? 

Mr. Swain. I don’t think he furnished any more than his stock in- 
terest shows in these companies. 





SL ee eiiieiiidaiieientinceiaimasiiicdaaasiaiiaieasiiaiaiiaemaaaa ital ETS 


li 








1192 HOUSING IRREGULARITIES IN EL PASO, TEX. 


Mr. Weaver. He didn’t finance Mr. DeWitt and Mr. Rearick so 
far as you know at any time? 

Mr. Swain. No, sir; not that I know. I never heard of it. 

Mr. Sisk. That is all. 

Mr. Epmonson. Mr. Christopher, did you have any questions? 

Mr. Curistopuer. No. I have a suggestion, though, Mr. Chair- 
man. It seems to me it would be well to call Mr. Rearick back to the 
stand and find out if we can who did make the appraisals on the houses 
that he dealt in, and particularly who made the appraisal on the house 
that he bought that he intended to rent to his brother-in-law that was 
a veteran. I have been sitting here for hours, and we haven’t one 
single case yet nailed down. 

Mr. Epmonpson. In that connection, I might answer the gentleman 
to this effect: that we had asked Mr. Rearick a number of times about 
who made the appraisals on these individual cases, and he had no 
records at all. 

Mr. CuristoPpHER. Someone should have, the Veterans’ Administra- 
tion, if no one else. 

Mr. Epmonpson. Definitely we will obtain the appraisal records 
from the VA. I would agree with you that that is pretty material. 

Mr. Curisroruer. I am not a lawyer, but those things just oc- 
curred to me, knowing the law. 

Mr. Sisk. Would it be proper, in view of the importance of this case, 
to request certain information from Mr. Swain with reference to who 
paid him these various fees, a list of the people who paid him his 
appraisal fees? It seems to me that he has developed a very conven- 
ient memory here. I cannot feature a man who has depended for a 
number of years on this apparently as a living, along with certain 
other business affairs, who can’t remember any of these concerns that 
ever paid him any fees for appraisal at all. And it would seem to me 
that there would be considerable interest of who gave him the checks 
and who footed the bills for these appraisals. At least that would 
give us an opportunity to pin it down to some of the people that he 
apparently did appraisals for. 

Mr. Epmonpson. I would certainly agree with the gentleman on 
that, and I think that that information should be obtained. 

I think a preliminary point is obtaining the VA records, which I 
understand are available, to determine which of these cases he did 
appraise. 

Mr. Swain. May I make a statement? 

Mr. Epmonpson. Yes. 

Mr. Swarn. Usually the routine of the thing was that when the 
lending agency would close the deal, they would pay for inJiv‘dual 
appraisals. And usually on committee appraisals, when they would 
go to the lending agency that was the sponsor to send these committee 
appraisals to Lubbock, in a lot of cases, in most cases, the lending 
agency would collect the fee or make the builder put up the fee with 
the lending agency. 

Mr. Epmonpson. Then in instances where an individual veteran 
had gone to a real-estate agent to try to buy a piece of property, 
wasn’t it customary in those instances for the veteran to pay the 
appraisal fee to the agent, who in turn delivered it to the appraiser? 

Mr. Swarn. It was customary to pay it to the lender. 

Mr. Epmonpson. To the lender rather than to the agent? 
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Mr. Swatn. Yes, sir. 

Mr. Weaver. Mr. Swain, going back once more, could you give 
me the name of the auditor that you mentioned a while ago, that 
would provide you with the information concerning these companies 
and what they were doing? 

Mr. Swain. That question you asked me a while ago about El 
Paso Construction. 

Mr. Weaver. Yes, or any of them, in which you did not attend 
meetings but they passed the information on to you. 

Mr. Swain. | can’t give you the names, myself. I am afraid I 
would be mistaken. But I think Mr. Rearick can give you the names. 

Mr. Weaver. Was it a firm, an individual auditor, a public 
accountant? 

Mr. Swain. They were auditors, regular auditors. 

Mr. Weaver. Did one group of auditors handle all the various 
businesses? 

Mr. Swain. No, not the same auditors. But I think Mr. Rearick 
will recall those names. I don’t. 

Mr. Epmonpson. I think if there is no objection on the part of the 
committee, we will suspend further testimony at this point for an 
executive session. 

Is there any objection to an executive session at this time? 

If there is not, then, I will ask the witnesses to stand by in the 
anteroom of the committee. 

(Whereupon, at 4:30 p. m., the committee continued in executive 
session. ) 


REPORT OF THE SUBCOMMITTEE ON Hovusinc, COMMITTEE ON VETERANS’ AFFAIRS, 
WITH REFERENCE TO ILLEGAL USE OF VETERAN ENTITLEMENTS IN THE EL 
Paso, Tex., AREA, AND QUESTIONABLE ACTIVITIES ON THE Part oF A VA FEE 
CoMPLIANCE APPRAISER 

JuLy 22, 1955. 

The hearings of the Subcommittee on Housing are a part of a general inquiry 
being conducted by the subcommittee into illegal use of veterans’ entitlement to 
a VA guaranteed home loan and irregular practices on the part of Veterans’ 
Administration fee compliance inspectors and appraisers. 

Section 501, Public Law 346, is as follows: 

“Src. 501 (38 U. S. C. 694a). (a) Any loan made to a veteran under this title, 
the proceeds of which are to be used for purchasing residential property or con- 
structing a dwelling to be occupied as his home or for the purpose of making 
repairs, alterations, or improvements in property owned by him and occupied as 
his home, is automatically guaranteed if made pursuant to the provisions of this 
title, ineluding the following: * * * [Italics supplied.]”’ 

The Lenders Handbook, a publication by the Veterans’ Administration made 
available to all real-estate operators and lenders, sets forth the regulations of the 
Veterans’ Administration relating to title III] of the Servicemen’s Readjustment 
Act of 1944, as amended. Section 36.4301, subparagraph (s), is as follows: 

‘““(s) ‘Home’—-place of residence.” 

VA Regulation 3032 contains the following statement: 

‘‘A loan for the purchase of residential property for investment purposes is not 
eligible for guaranty or insurance as a home loan.’ 

The subcommittee heard testimony from Mr. Harry O. Rearick, a partner of 
the real-estate firm of DeWitt & Rearick, El Paso, Tex., relating to about 40 
loans guaranteed by the Veterans’ Administration on residential property when 
it was known at the time the loan was closed, both by the veteran and by Mr. 
Harry O. Rearick, that the property was not to be occupied by the veteran as 
his home. In these cases, Mr. Harry O. Rearick took title to the property pur- 
chased by the veteran through a Veterans’ Administration guaranteed loan and 
resold the property, in most instances at a substantial profit. In most instances, 
the veteran received a cash consideration of several hundred dollars from Mr, 
Rearick for his participation in the transaction. 
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There is no question that the law has been violated. The loans guaranteed by 
the Veterans’ Administration were not used for the purpose of purchasing a home 
to be occupied by the veteran. In most instances the veteran either knowingly 
or unknowingly made a false statement. Mr. Harry 0. Rearick tesified that he 
knew the veteran did no intend to occupy the house as his home, prior to the 
closing of each loan, but pled ignorance of the law. The question to be resolved 
is whether the veterans involved knowingly made false statements and to what 
extent they were induced to make such false statements by Mr. Harry O. Rearick 
or his employees. In those instances considered by the subcommittee where 
there was no question that the veteran knowingly made a false statement as to 
his intention to occupy the house, Mr. Rearick contended that he had no know- 
ledge of the facts and that the arrangements were made by his employees. This 
is a matter to be resolved by further investigation of the Department of Justice. 

The subcommittee specifically recommends that the testimony of Mr. Harry O. 
Rearick and the testimony of his employees before a grand jury in April 1954 be 
considered in light of the testimony adduced by the subcommittee. There is a 
conflict in the testimony of Mr. Harry O. Rearick concerning the participation 
of the Mortgage Investiment Co. in these transactions. It was Mr. Rearick’s 
testimony that due to his constant contact with employees of the Mortgage 
Investment Co. that company undoubtedly knew the full extent and nature of 
his transactions; however, this testimony is in direct conflict with statements 
made by an officer of the company to investigators, to the effect that the company 
had no knowledge that veterans did not intend to occupy these properties as 
their homes. 

It was noted by the subcommittee that the records of the Mortgage Investment 
Co. in the transactions in question are apparently inconsistent with the facts. 
In practically no instance does the Veterans’ Administration Form 4-1876, 
Certification of Loan Disbursement, executed by the lender, agree with the facts 
obtained through investigation and testimony before the subcommittee as to 
the actual amount of downpayment made by the veteran. In several instances, 
it appears that the veteran made no downpayment at all and that other persons 
made the payments in his behalf. 

Mr. Alvah Ben Swain, a Veterans’ Administration fee compliance inspector 
and appraiser, testified before the subcommittee concerning his appraisal activities 
and real-estate business enterprises in the city of El Paso. It is apparent to the 
subcommittee that Mr. Swain falsely certified as to his interest in numerous 
pieces of property which he appraised as an agent of the Veterans’ Administration. 
Mr. Swain was an officer of the corporation owning the piece of property in 
question or otherwise had an interest in the ownership of the property. In the 
case of the Lakeside Development Co., Inc., Mr. Swain owned 16-percent interest 
and drew $10,000 in salary as an official of the corporation and $6,400 in dividends. 
Mr. Swain’s secretary was also secretary of the corporation. Yet, it was Mr. 
Swain’s testimony that he had no actual knowledge of the transactions of the 
corporation. Mr. Swain testified before the subcommittee that he now realizes 
that his activities were improper and his main defense of his actions was ignorance 
of the facts. The subcommittee recommends that this case be immediately 
presented to a grand jury by the Justice Department. 

The subcommittee recommends that further attention be given by the Depart- 
ment of Justice and the Veterans’ Administration to the appraisal activities of 
Mr. Alvah Ben Swain on the properties handled by any of the builders or real- 
estate operators who participated with Mr. Swain in joint building ventures. 
Particularly reference is made to the 40 properties to which Mr. Rearick took 
title through transfer of a Veterans’ Administration guaranteed loan and the 
real-estate project known as Hacienda Development Co., and the Hacienda 
Building Co. 

It was shown in the hearings that the real-estate business of the city of El Paso, 
particularly as it relates to the Veterans’ Administration loan-guaranty program, 
has been dominated by a group of real-estate operators, mortgage bankers, 
builders, and Veterans’ Administration fee appraisers who operated through a 
series of interlocking business arrangements. It is apparent that these arrange- 
ments served to deprive the Veterans’ Administration of the honest and unbiased 
services of some of the fee appraisers which it had appointed as its agents. This 
is particularly significant, since Mr. Swain was 1 of 3 or 4 Veterans’ Administration 
fee-compliance appraisers in the city of El Paso and testified that he performed 
in excess of 50 percent of the VA appraisals in that city during the life of the 
program. This general condition was the subject of complaints to investigators 
by builders and real-estate operators in the city of El Paso who were outside the 
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arrangements. Mr. Swain occupied a desk in the office of DeWitt & Rearick 
and builders and real-estate operators complained that it was embarrasing for 
them to be required to go to the offices of a competing firm to transact their 
business with Mr. Swain. 

Section 504 (c), Public Law 346, 78th Congress, is as follows: 

‘“(e) The Administrator shall have the right to refuse to appraise any dwelling 
or housing project owned, sponsored, or to be constructed by any person identi- 
fied with housing previously sold to veterans under this title as to which sub- 
stantial deficiencies have been discovered, or as to which there has been a failure 
or indicated inability to discharge contractual liabilities to veterans, or as to 
which it is ascertained that the type of contract of sale or the methods or prac- 
tices pursued in relation to the marketing of such properties were unfair or unduly 
prejudicial to veteran purchasers.”’ 

The subcommittee recommends that the Administrator of Veterans’ Affairs 
immediately initiate action to determine whether the firm of DeWitt & Rearick, 
the Mortgage Investment Co., Joe Yarbrough, builder, and the other builders 
and real-estate operators who associated themselves with Mr. Swain or who were 
otherwise involved in the transactions considered by the subcommittee should be 
suspended from further participation in the veterans’ loan-guaranty program 
pursuant to the provisions of law referred to above. 

The subcommittee recommends that the Veterans’ Administration proceed 
with consideration of the cases of the individual veterans involved, including the 
case of Mr. Harry O. Rearick as a veteran, to determine whether the rights and 
privileges of these veterans under the various laws administered by the Veterans’ 
Administration are subject to forfeiture as a result of their false statements to 
the Veterans’ Administration. 

The subcommittee has concluded that the Veterans’ Administration regional 
office, Lubbock, Tex., has been lax in its supervision of the veterans’ loan-guaranty 
program and evidence was obtained in the course of investigation that the Veterans’ 
Administration regional office, Lubbock, Tex., had information, particularly 
relating to Mr. Swain’s business arrangements, and failed to take agressive action. 

The subcommittee recommends that the Justice Department make such 
additional investigations as are necessary and present these cases to a grand jury. 

The subcommittee agreed that is was desirable that investigations be continued 
to determine the extent and scope of illegal use of veterans’ entitlement in other 
areas, 

Ep Epmonpson, Chairman. 
GeEorGE A. SHUFORD. 
GEORGE H. CHRISTOPHER. 
WiuuiaM H. Ayres. 

Put WEAVER. 














